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It is quite possible that a critical study of the outstanding 
events of the year now past — assuming that our attitude towards 
them is that of a pessimist or a sceptic — will lead to the con- 
clusion that they differ but little, in their essential features, from 
the corresponding happenings which left their mark upon 1931. 
We are still painfully aware that the slump has by no means 
vanished. There is, however, this difference that —— whereas the 
principal events of 1931, such as the big banking failures, the 
violent stoppages of monetary circulation, the breakdown of 
financial and commercial relations all over the world and the 
depreciation of sterling, have unquestionably aggravated the 
situation — the year under review has been characterised by 
several occurrences which make it at least permissible to take 
a more optimistic view. Notwithstanding this, it would be pre- 
mature to pronounce a final judgment upon them at the present 
moment; because the change-over from one phase of economic 
development to another is a slow process which may be sub- 
ject to sudden relapses and the growth of which cannot be 
traced from one day to another. 

There are several general considerations justifying the assump- 
tion that the depression has now reached its lowest point. In 
the first place, there appears to be a definite consensus of opinion 
in all countries that one of the main causes to which the world- 
wide crisis is due must be sought in the international debt 
situation originating from unproductive measures adopted during 
the war. The note which the British Government addressed to 
the United States on December 1, 1932, may be said to have 
dealt the death-blow to the ideology centring around the debt 
problem, although a very important step in the same direction 
had been previously made at Lausanne. In the second place, 
there are signs that the spirit of enterprise — which had already 
given way to something akin to despair — is ready to assert 
itself once more, provided that the political atmosphere is suffi- 
ciently calm to induce manufacturers and others to translate 
their plans into action. It is quite true that psychological factors 
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such as these are not tantamount to an actual economic revival, 
but it would be a mistake to underrate their importance. No 
genuine improvement can be expected to result from material 
facts alone, as their effect upon development is governed — 
after all — by man’s willingness to mould them according to 
his needs. 

It is not intended to illustrate this year’s report by an array 
of statistics recording the progress of the crisis, as such material 
is abundantly available elsewhere. Reliance upon them, more- 
over, is apt to give rise to a certain danger, inasmuch as it 
tends to foster the conviction that so complicated a structure 
as that of international economy could be characterised by a 
handful of figures — a conviction which might easily lead to 
unsubstantiated hopes or fears. The fact is that statistical data 
can only be adequately appreciated if we study their origins 
and if we take into account the numerous circumstances which, 
in their entirety, make up the actual facts. It would be an ad- 
vantage if popular writers on the subject would rely less than 
they do on so uncritical a method of interpreting statistical 
figures, as it causes them to indulge in vague and uncoordinated 
predictions regarding the ‘decline and fall” of the existing 
economic system. 

Although the chief figures relative to the position of the labour 
market, the consumption of iron and the country’s foreign trade 
— viewed as indications of the investment of capital — do not 
suggest that any visible revival of business has so far taken 
place, they nevertheless show that — generally speaking — the 
retrograde movement has now ceased and that we have reached 
something like a state of inertia in the economic domain, a 
condition which must precede any change in the direction of 
the movement. It is certainly remarkable that Germany’s foreign 
trade during the first eleven months of the year yielded an 
export surplus of 1,012,200,000 rm., the average value of imports 
being 385,000,000 rm. and that of exports being 477,000,000 rm. 
per month. Although the true value of this surplus cannot be 
estimated until the early part of 1933 (when the classification 
according to countries will be made known), the provisional 
figure clearly proves that Germany has been able to transfer to 
foreign countries considerable amounts towards the repayment 
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of debts and the payment of interest on them. At the same 
time the figure supplies evidence to show that the mechanism 
of the capitalistic system enables us to regulate our balance of 
payments in conformity with the requirements of our position 
as a debtor country, even without resorting to rigid limitations 
of imports. 

A perusal of the principal sections of this report shows, not- 
withstanding these circumstances, that large parts of our nationa 
economy are suffering from a number of ailments which must 
be cured before we can hope to see the advent of better times. 

It may be desirable to give a brief account of those events in 
the domain of our foreign policy which may be said to make 
an improvement possible. We are here concerned with the report 
issued by the consultative committee of the Bank for International 
Settlements at Basle (under date of December 23, 1931), Ger- 
many having asked in pursuance of article 119 of the Young 
Plan (on November 19, 1931) that the committee just referred 
to be convened. The report decribes the enormous dangers 
resulting from international indebtedness and also set forth the 
political and non-political principles governing the deliberations 
at Lausanne from June 16 to July 9, 1931. 

The practical outcome of the Lausanne Conference was that 
not only all reparation payments, but also the reparation system 
as such came to an end, even though it was arranged that Ger- 
many should undertake to further augment the large payments 
she had already made by a contribution of 3,000,000,000 rm. 
towards the rehabilitation of Europe as soon as it should be 
possible to issue an international loan for this purpose at a 
price of not less than 90°/ of the nominal amount, but not 
earlier than after the lapse of at least three years. Future de- 
velopments will have to show whether this provision constitutes 
more than a mere formality accompanying the death of reparations. 

The immediate repercussions of the Conference decision in 
the domains of Gemany’s internal and external affairs are those 
which concern us most. 

The definite disappearance of war indemnities from the Ger- 
man budget -- except in connection with the repayment of loans 
and with the interest service on them — coupled with the belief 
that the economic development was such that it warranted Gov- 
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ernment action on a large scale prompted Herr Von Papen and. 
his advisers to anticipate already now the probability of future 
tax relief by issuing tax credit certificates and by granting a 
premium to employers augmenting the number of their employees. 
The emergency decree dated September 5, 1932, by which these 
measures became law, must be looked upon as one of those events 
of the year which — although it is still too early to express a 
definite opinion regarding it just now — will presumably be 
hailed in future as one of the earliest indications of a rise in 
the economic barometer. 

The chief effects of Lausanne upon foreign policy are un- 
doubtedly the indirect coupling of the agreement to all the po- 
litical payments arising out of war loans raised by the Allies 
and the postponement of the ultimate readjustment of conditions 
until a new World Economic Conference is held. These two items 
may be described as bills drawn on the economic future of the world. 

The linking-up of reparations and inter-Allied indebtedness 
reached a dramatic climax in the two notes — dated November 
10 and December 1 respectively — which the British Govern- 
ment addressed to the United States with a view to the post- 
ponement of the instalment due on December 15 and amount- 
ing to $ 95,000,000.00. The arguments resorted to — especially 
in the second note — are a belated justification of everything put 
forward by Germany — when she was engaged in that bitter 
fight which brought not only herself, but also the rest of the 
world, to the verge of ruin — about the destructive effects pro- 
duced by such unreasonable payments. There is no need to point 
out in this context that Britain — which, after all, is still a 
wealthy country — in her efforts to be relieved of the payment 
of a relatively small sum, employed a language which impoverished 
Germany only used in exceptional cases, although the amounts 
involved were incomparably larger. Below we print some de- 
tailed quotations, in the original language, from this document, 
which — of course — is not done for the purpose of lending 
Britain some unasked-for assistance in connection with her own 
affairs, but only because we want to emphasise the credit due 
to Germany in her untiring and self-sacrificing struggle against 
the system of war contributions, her aim being to relieve the 
world of the deadweight of those debts. 
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After pointing out that debts incurred for the carrying-out 
of profitable undertakings must and shall be honoured, the authors 
of the note proceed to state the following: 

“But reparations and war debts represent expenditure on 
destruction. Fertile fields were rendered barren and populous 
cities a shattered ruin. Such expenditure, instead of producing 
a slow and steady accumulation of wealth, destroyed in a few 
hours the stored-up riches of the past. Like the shells on 
which they were largely spent, these loans were blown to pieces. 
They have produced nothing to repay them and they have 
left behind nothing but fresh complications and perplexities.” 

The note completely repudiates the conceptions on which all 
claims for war-debt recovery are founded and argues that the 
very acknowledgment of such claims, even though the debtor is 
solvent, is equivalent to a permanent menace to the stability of 
the international market situation: 

“Experience has, in fact, shown that when dealing with 
international transfers of the character and of the unprece- 
dented magnitude of the post-war inter-Governmental obli- 
gations, the principle of the ‘capacity to pay’ of the debtor 
— even if thus applied — can only be regarded as of second- 
ary importance compared with an even wider principle — 
namely that of the capacify of the world to endure the eco- 
nomic and financ al consequences which those transfers would 
involve.” 

The resumption of war-debt payments equal to those made 
prior to the Hoover moratorium 

“would inevitably deepen the depression in world trade and 
would lead to further falls in commodity prices, with dis- 
astrous consequences from which no nation would be exempt.” 

After making this comprehensive statement, the authors of 
the note natura ly pass on to a discussion of the second great 
task embodied in the Lausanne protocol of July 9, 1932, viz., 
that concerning the convening of an international conference 
which is to deal with economic and financial matters. Prelim- 
inary conversations relative to this subject have already taken 
place under the auspices of the League and will be resumed in 
January 1933. The agenda of the forthcoming conference com- 
prises the following items: monetary and credit policy; transfer 
difficulties; price levels; the movement of capital; tariff policy; 
trade barriers, and manufacturers’ conventions. 


Experience has shown that conferences required to deal with 
problems of such magnitude and of so generala character — although 
certain to occupy a great deal of time — cannot arrive at any 
kind of definitely binding obligations. For this reason it would 
seem advisable that the Conference, which is to meet in the 
spring of 1933, should commence its deliberations by tackling 
a problem which, if solved, will be of fundamental importance 
to the restoration of normal competitive action and normal 
market conditions, i.e., the stabilisation of sterling and all the 
currency systems voluntarily or involuntarily pegged on to it. 
So long as this problem remains unsolved and so long as mer- 
chants throughout the world cannot be certain about the real 
value of debts contracted in sterling or that of their credit bal- 
ances in London, the prediction contained in the British note 
— viz., that insistence upon the continued payment of war debts 
must give rise to economic confustion all round — will come 
true. Apart from this, however, additional disturbances will 
occur, because every economic group desirous of conducting its 
business on honest principles will be forced to abandon the 
sterling basis and to look out for a currency less liable to fluc- 
tuations. A necessary corollary is the safeguarding of the re- 
maining currencies in so far as they have become labile on account 
of standstill arrangements, stoppages of payment and other 
encroachments upon them. 

Once this fundamental problem has been disposed of, the 
questions centring around customs tariffs and other kinds of 
trade barriers will be suitable objects for discussion. The 
chances are that it will then be less difficult to come to agree- 
ment; because the prime cause of the artificial restrictions will 
have ceased to exist when the dependence of one currency upon 
another is again subjected to natural influences and when, 
concurrently with it, the violent shocks resulting from sudden 
interference with the price levels ruling in the world’s markets 
need no longer be expected to affect the situation. 

If the general development tends to bring about the gradual 
disappearance of the slump, those responsible for Germany’s 
economic policy at home will be under the necessity of taking 
only such steps and granting only such measures of relief as 
conform to the system. In other words, nothing must be attempted 
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which would interfere with the aim of restoring economic con- 
ditions exclusively governed by the principles inherent in them. 
Nobody, certainly, is to be allowed to remain a victim to 
distress; but it would nevertheless be wrong to pretend — in 
deference to popular movements and to the claims of amateur 
reformers — that the benefits granted so long as they may be 
required are the fruits of a social order radically different from 
the existing one, or to exclude certain matters from the domain 
of ordinary private enterprise, as this would of necessity raise 
up new barriers obstructing the path of a national economy 
ready to start upon an upward movement. The course laid 
down by the Papen Government — the restoration of indivi- 
dual liberty of economic action — must be followed; and further 
interference with the resulting development must be banned. 


IMPORT QUOTAS. 


Although a number of measures have been passed by the 
Government with a view to the relief of agriculture, farmers 
still continue to press for additional relief measures. These, 
however, can only be granted at the expense of the other 
sections of the community and of the population as a whole. 
The Government, allowing itself to be influenced by the demand 
raised by certain economists and politicians who asked for 
economic “autarchy,” has actually been contemplating to issue 
quota regulations for the most important kinds of agricultural 
produce, on the ground that — price conditions being what 
they are — increased’ import duties would fail to exercise the 
desired effects. The Chamber of Commerce acknowledges argri- 
culture’s claim for assistance, not only because the capital in- 
vested by farmers must be utilised and kept intact, but also 
because those employed in agriculture must be enabled to find 
remunerative occupation and — above all — because agriculture 
is of very considerable importance to the defensive power of 
the country and to the maintenance of the nation’s physical 
wellbeing. On the other hand, however, 75°. of the total 
population is employed in non-agricultural pursuits; and agri- 
culture cannot possibly thrive without due attention being given 
to the needs of this large class.) The Chamber, therefore, has 
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identified itself with the movement in favour of the continu- 
ance of economic freedom, whilst opposing all kinds of experi- 
ments in the domain of trade policy. In pursuance of a reso- 
lution passed on August 26 by “Ein Ehrbarer Kaufmann” (the 
representative association of the Hamburg mercantile community) 
a telegram was sent to the Chancellor of the Reich (the German 
prime minister) couched in the following terms: “The quota 
regulations are bound to inflict serious damage upon vitally 
important economic interests. They will lead to a further con- 
traction of the business done by the numerous import firms 
mainly domiciled in the seaports. Those German establishments 
abroad which still survive will be hard hit in their struggle 
for existence. The export of German manufactured articles is 
dependent upon the position of the import business. If Germany 
shuts out the products of foreign countries with which she 
maintains trade relations, these countries will be unable and 
unwilling to continue the purchase of German manufactured 
articles. Important additional branches of our exporting in- 
dustries will be most seriously affected. All the undertakings 
connected with transportation, such as shipping, port operation, 
forwarding and above all the National Railway Corporation, 
will immediately suffer severe losses; and the same will apply 
to our transit trade, to those sections of our wholesale trade 
which specialise in the distribution of articles of consumption, and 
even to retail dealers. Unemployment will continue to increase. 

“Incalculable dangers and disturbances in connection with 
our commercial policy will be the result of the contemplated 
measures. The experience recently gained when a few individual 
commodities were subjected to quota regulations has plainly 
shown that the Governments and peoples of the countries affect- 
ed are certain to launch counter-measures. Such steps tend to 
sever valuable trade and traffic relations; and even if the causes 
of the damage are subsequently removed, it will be difficult or 
impossible to re-knit the broken ties. The present moment — 
when internal and external problems alike require solutions — 
is the worst possible one for attempting dangerous experiments 
in the realm of commercial policy. 

“The decrease in the purchasing power at home, the increase 
of the unemployment figures, and the breakdowns of the distri- 
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buting mechanism must of necessity lessen the chances that 
farmers will have to sell their produce, so that it is highly 
doubtful if the rise in prices to which they look forward will 
take place. Hence, all these measures so damaging to our foreign 
trade and our economic position at home — further supple- 
mented by the evil consequences that must arise, as has been 
frequently explained in detail, from any kind of State inter- 
ference with private enterprise — must fail to achieve the chief 
purpose they desire to attain.” 

The outcome of the negotiations carried on by the Govern- 
ment committee sent out to visit the principal countries con- 
cerned, such as Denmark, Belgium, the Netherlands, France and 
Italy, and — above all — the effects already produced in those 
countries when the demand for import quotas was first raised, 
clearly prove that the arguments put forward by the Chamber 
were relevant to the subject. Through the cooperation of the 
Senates of the three Hanseatic cities, the Hanseatic Chambers 
of Commerce, the leading associations of manufacturers and 
merchants and those sections of agriculture which realised the 
dangers to which they would become exposed, the desired aim 
has now been achieved, i.e., the contemplated quota restrictions 
have been provisionally dropped; and it is to be hoped that 
the plans will never be resuscitated. 

Import quotas resemble such measures as sliding scales for 
customs duties, sales monopolies, etc., in that their first and 
foremost effect is to make the commodities concerned more ex- 
pensive. They are, however, unable to do away with the chief 
cause of agricultural distress, which must be sought in the fact 
that the output — thanks to several good harvests and the in- 
crease in the areas under cultivation — has gone up, whilst the 
number of consumers has constantly shrunk, their combined 
purchasing power being insufficient to render agriculture remuner- 
ative once more. It is not the case that the marketing and 
selling organisation is defective; but the market is too small 
and the consuming public is unable to buy what it wants to 
buy. These conditions are not applicable to German agriculture 
alone, but to every branch of Germany’s and the world’s eco- 
nomic activity. Consequently, all the subsidies which the 
Government may grant one economic group at the expense of 
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another are a waste of money. Experiments such as those 
referred to afford no relief. They simply transfer the burden 
from one shoulder to another, but fail to provide genuine 
assistance to anyone. 


THE BANKING SITUATION. 


The object of the regulations relative to transactions in foreign 
bills issued when the credit crisis started was to eliminate the 
dangers which would ensue if foreign investors — in a spirit 
of panic — continued to withdraw their credits from Germany. 
It was necessary to discover a method which would damage as 
little as possible the country’s credit abroad. A solution was 
ultimately found, and creditors and debtors privately concluded 
the various standstill agreements, by which the major part of 
the short-term loans raised abroad was subjected to organised 
methods of administration. They were supplemented by the 
above-mentioned regulations relative to foreign bills, by which 
the service of the foreign debt not covered by standstill agree- 
ments was adjusted to the country’s foreign-exchange situation. 

The first standstill agreement was further supplemented by 
the credit agreement of 1932. The foreign creditors left the 
decision regarding future payments to a committee which is 
required to determine from time to time, in consultation with 
the competent quarters in Germany, whether — and, if so, to 
what extent — the German currency and foreign-exchange posi- 
tion permits such payments to be made. In view of the unsatis- 
factory development of the Bank of Germany’s reserves no 
important repayments took place in 1932, with the exception 
of the reductions made in the open credits which were provided 
for when the new standstill agreement was concluded and of 
the cancellation of unused credits. The cancelling of unused 
credits largely affected those genuine and self-liquidating faci- 
lities in the shape of documentary credits which were available 
to the import, transit and export trades, in so far as these — 
on account of the prevailing depression — could not be made 
use of. When business begins to improve again, the legitimate 
trades will miss the amounts thus cancelled; and so long as the 
standstill agreement continues in force, it will hardly be possible 
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to replace them. It is regrettable that such genuine reimbur- 
sement credits — for which there is really no room in a standstill 
agreement — have been coupled with non-genuine ones, with 
blank credits pure and simple and with cash advances, and 
that — in the end — the treatment meted out to them is even 
less favourable than that meted out to the latter varieties. 

It stands to reason that standstill agreements and foreign-bill 
regulations can only be of temporary use and that they do not 
actually solve the difficulties in the domains of foreign exchanges 
and debts, but merely postpone them. Moreover, compulsory 
regulations governing foreign bills are in themselves liable to 
considerable risks. If they acquire any sort of permanency, they 
are bound to lead to an increasing amount of friction and 
trouble in the domain of foreign commerce and to the fossi- 
lisation of the latter. So long as they exist, there is a danger 
of their being abused — very greatly to the detriment of le- 
gitimate business. The artificial stabilisation of foreign exchange 
rates inseparable from a system of rationing foreign bills will 
always tend to stimulate imports, whilst obstructing exports. 
Hence, the export surplus will decrease and the debtor country 
will in the end be deprived of any possibility of attending to 
the liquidation of its foreign indebtedness along systematic lines. 

It is therefore everybody’s desire that the compulsory regula- 
tion of the foreign-exchange situation should cease to remain 
in force as soon as this may be possible. Both sides have 
more and more convinced themselves that it is undesirable to 
prolong the validity of the standstill agreement every now and 
then, as this would tend to perpetuate a system intended to 
serve as a stopgap only. As far as Germany is concerned, her 
credit connections with foreign countries cannot form a basis 
of her economic revival until her foreign creditors have so much 
confidence in her that they voluntarily leave their money in 
Germany and augment it by additional investments. The stand- 
still agreements, moreover, tend to add obstacles to the process 
of natural economic liquidation during the slump and thus make 
it difficult for business to adjust itself to any revival that may 
be in sight. On the other hand, the compulsory regulation of 
foreign exchange can only come to a close and the standstill 
agreements can only be liquidated after it has been possible to 
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devise measures capable of preventing the large withdrawals 
which would be made as soon as foreign creditors regained the 
right to dispose of their German investments without any re- 
strictions. A step in this direction would be the consolidation 
of those parts of the standstill credits which are not associated 
with international commerce, such as — for instance — municipal 
loans. 

It is, however, one of the principal duties of international 
commercial policy to create the conditions that will make possible 
the return of the normal flow of capital between the various 
countries. The basic principle underlying the standstill agreements 
was to ensure that Germany should continue to be able to 
obtain, by the export of commodities, the foreign moneys which 
she requires for the maintenance of the debt service and for the 
gradual redemption of the debts. Unfortunately, the actual 
development has partly run counter to this intention. The direct 
causes operating against the importation of German products, 
such as currency depreciation, tariff increases, quota legislation, 
exchange control, etc., were increasingly supplemented by Clearing 
agreements to which all payments arising out of the importation 
of goods are made subject. The detrimental consequences of 
this system in connection with international trade and with the 
ability of the debtor countries to comply with their financial 
commitments towards the creditor countries will have to be 
discussed in some other section of this report. The growing 
obstacles put in the way of the interchange of goods led to a 
further tightening of the foreign-exchange regulations in force 
in the debtor countries and, as a corollary, to renewed counter- 
measures on the part of the creditor countries. The only 
way out of the present impasse is the resolve of all the countries 
interested in the movement of goods and capital from one nation 
to another to radically alter their commercial policy. To give 
effect to such a solution of the difficulties will be one of the 
chief tasks of the forthcoming World Economic Conference. 

It has become common knowledge by now that the troubles 
of the debtor countries in connection with their foreign debts 
are largely due to the refusal of the creditor countries to allow 
the importation of a sufficient quantity of commodities. Future 
historians of the present crisis will doubtless be puzzled by the 
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fact that, although its causes were correctly recognised at the 
time, there was an entire absence of a determination to act in 
accordance with such recognition. So long, however, as such a 
contradiction continues to exist, the countries affected by the 
crisis have to depend on their own resources in their struggle 
against it. 

The losses incurred by a number of German banks, the con- 
siderable withdrawals of credits and the resulting shortage of 
funds prompted the German Government to become a large 
shareholder in those institutions, either directly or — via the 
Gold Discount Bank — indirectly, in order to supplement their 
funds. For the same reason the Government placed at their 
disposal a large amount of treasury bills. It is probably true 
that the action of the Government in this respect has been 
successful as regards the restoration of confidence; but there is 
a wide divergence of opinion as to whether the measures enumer- 
ated have effectively protected the banks against future relapses 
and whether, on general grounds, it was wise on the part of 
the Government to interfere in this way with the progress of 
the crisis. It is no longer necessary at this moment to go into all 
the details of this matter, more particularly so because the de- 
velopment of the situation here concerned started in the middle 
part of the preceding year; but this does not absolve us from 
our duty to emphasise the grave objections to the action of the 
Government from the point of view of the practical necessities 
of the nation as a whole. In the first place, such action is liable 
to all those general objections which must be raised against the 
preferential treatment of any single category of privately conducted 
enterprises and against any interference of the State with eco- 
nomic development. Another serious drawback is that the Gov- 
ernment has now acquired a majority interest in our biggest 
credit institutions and that the concentration of the banking 
business — which is acknowledged to be undesirable — has 
received a further notable impetus. There is no need for this 
Chamber to specify in this place the various dangers likely to 
arise out of the Government’s policy, as it may be taken for 
granted that a knowledge of them is sufficiently known. The 
only possibility of reducing these dangers is to devise means 
by which the Government will be enabled to get rid of its 
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banking interests in so far as they affect the private capital market. 
Although we have it heard said more than once, both by repre- 
sentatives of the Government and by those of the Bank of 
Germany, that such a step is under contemplation, we believe 
that — for the present at least — it is scarcely possible to trans- 
late it into practice. It can only be done after ensuring that 
the institutions concerned are administered along the lines of 
private enterprise and after the monetary market has recovered 
a sufficient capacity of absorption; and these conditions, in 
their turn, depend on the ability of our Government and our 
legislators to restore — by far-reaching reforms in the domains 
of taxation and labour legislation, including social insurance — 
a state of affairs which affords ample play to all economic activities. 

During the whole of 1932 the German monetary market was 
characterised by its almost complete stagnation. Offers of long- 
term loans were practically absent altogether. The decrease in 
the circulation of mortgage bonds and municipal securities seems 
to point to the fact that the amount of capital available for 
long-period investment has diminished. The connections between 
the market for long-term loans and the money market (which 
latter was gradually getting a little more liquid) were completely 
severed. The necessary amount of long-term advances had 
therefore to be found by resort to the various relief-providing 
institutes, such as the Bank of Acceptances, in the form of bill 
credits and loan-bank credits, i.e., by short-term loans. The 
growing concentration of the banking business makes it more 
and more difficult for small and medium-sized firms — even 
though, in themselves, they are “creditworthy” — to obtain the 
bank credits they want, a circumstance which may make it im- 
possible for them, if a revival of business should take place, to 
execute the orders placed with them, because of their inability 
to find the required money of their own or to obtain it on a 
credit basis, so that they cannot finance the expenses — more 
especially the wages — that will be incurred before delivery 
and payment take place. 

The gradual lowering of the discount rate of the Bank of 
Germany to 4°/. and the consequent reductions in the banks’ 
rates of interest cannot obscure the fact that the German money 
market is still much less liquid than the big money markets 
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abroad. The relative shortage of funds in the German market 
is due to two reasons. In the first place, a considerable portion 
of the capital created at home leaves the country in the form 
of interest payments on the foreign loans and in connection with 
the repayment of the latter. In the second place, Government 
interference with the level of interest rates and the compulsory 
conversion of interest-fixing agreements has done much to impair 
the people’s habit of saving and has made it still more difficult 
to create new capital, badly needed though it is. Moreover, 
the lowering of the rates of interest by the emergency decrees 
has in no way reduced the cost of raising fresh capital, which 
— after all — is the point that matters most. The development 
of the price level of securities with fixed rates of interest is 
such that it makes it impossible for impending borrowers to 
obtain long-term capital required to cover their installation ex- 
penses and their overhead expenditure. The actual level of these 
rates proves beyond doubt that Government interference with 
existing agreements is bound to undermine the public’s faith 
in the security of its capital investments, with incalculable 
consequences to the nation’s money-saving instincts and the 
formation of capital. 


CURRENCY QUESTIONS. 


The Government and the Bank of Germany decided, in the 
face of powerful opposition, to refrain from any action affecting 
the real value of the reichsmark. This decision must be endorsed 
by all, notably for reasons connected with the sanctity of law- 
ful contracts. Devaluation, — ie., the arbitrary fixing of a 
new relationship between the reichsmark (or its equivalent) and 
the equivalent amount of gold — which had been recommended 
as a panacea for all ills, can neither solve the difficulties in 
connection with our balance of payments abroad nor settle the 
problem of costs at home. Other quarters suggested that the 
reichsmark should be pegged on to the pound sterling; but a 
country like Germany, whose currency reserves are very limited, 
cannot afford to embark on so risky a policy, more particularly 
so, because it would expose Germany to all those dangers to 
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which Britain may still be exposed owing to the strained and 
uncertain state of her balance of payments. 

In view of the experiences gained during the inflation, the 
Government was right in making no change in the value of 
the unit of currency. Any other course would have led to 
fresh confusion in the domain of law and would have brought 
about unwarranted changes in the distribution of property. The 
decision, however, does not do away with the necessity of 
looking out for other financial devices for the settlement of the 
foreign-debt question; and it may still be incumbent upon the 
Government to use the mechanism of legislation on internal 
economy, if it were to happen that the adjustment of the prices 
of our exports to the level of the international market should 
be delayed by any existing rigidity in the factors governing 
the cost of production at home. 


TARIFF POLICY AND COMMERCIAL 
TREATIES. 


Germany’s tariff policy since the close of the war is characterised 
by the fact that agricultural imports have been subjected to 
constantly increasing duties, whilst the increases in the duties 
on industrial products have been considerably less. During the 
first few years of the post-war period the Government’s tariff 
policy was based on a desire to avoid as far as possible a rise 
in the cost of production at home. Since then, however, a 
change has taken place in that the Government now mainly 
endeavours to assist agriculture, without taking into account 
the effects produced by its tariff measures upon the cost of 
living, the price of auxiliary products indispensable to industry, 
and the capacity of German manufacturers to compete in the 
foreign markets. In the course of the year now past, further 
protection was accorded to the interests of agriculture, but — 
in addition — the rates on a fairly large number of industrial 
products were likewise subjected to alterations. 

Until recently it was necessary for the Government to submit 
all its contemplated tariff alterations to the Reichsrat and the 
Reichstag before they obtained the force of law. Under the 
decree, however, which President Hindenburg issued on De- 
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cember 1, 1930, in pursuance of par. 2 of art. 48 of the Con- 
stitution, the Government received authority to make such 
alterations without consulting those two bodies. The consequence 
is that new tariff rates are decreed at a moment’s notice, without 
giving the economic associations a chance to express their opinion 
regarding the proposed alterations or to adjust themselves to 
them. Although it is quite true that all such changes must come 
into force very shortly after their announcement in order to 
ensure their effectiveness and to prevent the taking-in of supplies, 
it is absolutely essential that a limited amount of time must be 
allowed to elapse before their coming into force, in order to 
protect the legitimate interests of the import trade. The Gov- 
ernment has even declined to grant customs rebates for reasons 
of equity on the ground that every importer must be prepared 
— now that the decree issued March 9, 1932, has given far- 
reaching powers to the Government — for increases at any time, 
so that he can no longer claim the benefit of the equity clause 
incorporated with the regulations governing taxes and dues. 
This strange argumentation has justly provoked indignation 
among business men, because the Government’s attitude tends 
to augment still further the existing uncertainty and because it 
is generally impossible in practice to secure protection by 
inserting in the contracts a clause relative to duties. 

On March 18 the Government issued a decree fixing an export 
duty on secondhand machinery and parts of machinery, with a 
view to preventing these articles from being sold abroad at 
excessively low prices and with the further object of making 
it difficult for complete industrial works to be transferred to 
foreign countries. The rate fixed was so high that it made 
such exports altogether impossible. Is was not until this 
Chamber together with representatives of the affected industries 
— both producing and consuming — had repeatedly approached 
the Government on this subject that the latter, by its two decrees 
issued April 26 and June 16, reduced the rates on several categories 
of machinery. 

These repeated alterations of the tariff rates on one and the 
same commodity within a brief period of time prove that the 
Government was unable to gauge the consequences resulting 
from its tariff policy and that it had not consulted the interested 
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trades regarding their views. The demand is herewith raised 
that such consultation should take place in future, in order to 
prevent the coming-into-force of decrees which are bound to 
damage trade and to bring about, notwithstanding subsequent 
alterations, an interference with legitimate business which ought 
to be avoided. 

The Presidential decree issued January 18 was of exceptional 
importance to the country’s foreign trade. Under its terms the 
Government was authorised, provided that there was urgent 
need for such action, to raise surcharges on certain commodities 
or categories of commodities imported from countries whose 
currency had fallen below gold parity. One day later the Gov- 
ernment issued a decree subjecting the duty on butter to a 
new schedule of rates. It was, in fact, tantamount to the in- 
troduction of a quota system for butter, and it imposed a 
surcharge on the agreed-upon rates and on the fixed rate of 
rm. 36.— per 100 kgs. although, in the German-Finnish trade 
agreement, the duty had been definitely fixed at rm. 50.— per 
100 kgs. Finland regarded such action as a breach of faith 
and the Scandinavian countries, as well as the Netherlands, 
described the introduction of the quota as an arbitrary whittling- 
down of the most-favoured-nation clause. The countries named 
addressed vigorous protests to the Government. The great 
damage inflicted upon Germany’s trade through this decree 
could have been avoided if the Government, instead of cham- 
pioning in a onesided way the supposed interests of the farmers, 
had paid more regard to the mutual interdependence of the 
import, export and shipping trades. 

The German-Finnish trade agreement of October 22 subjected 
the duty on butter to a revised scale. The rate fixed by the 
agreement was increased and the maximum quantity subject to 
the quota regulations was also fixed, the amount being appor- 
tioned among the various countries in accordance with their 
importance as butter-exporting countries in so far as the German 
market is concerned. The importation of butter beyond the 
stipulated maximum quantity is prohibited. Negotiations on 
the same basis are proceeding with other countries from which 
butter is exported to Germany. The revised regulations pro- 
vide for a juster distribution of the butter imports; and it is 
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anticipated that their adoption will improve Germany’s trade 
intercourse, more especially with the Scandinavian countries and 
the Netherlands. \ 

The privileged treatment of agriculture by the Government 
had for effect that notice was given to Sweden and Jugoslavia 
to terminate the existing agreements, the Government being 
desirous of being released from the necessity for maintaining 
intact the rates on agricultural produce laid down in those 
agreements. Negotiations with Austria and France have also 
been started recently, the object of conducting them being the 
same as in the case of the aforenamed countries. 

The negotiations with Switzerland led to the conclusion of a 
provisional agreement on November 5, which has been in force 
since November 17, although it has not so far been ratified. 
It will run, in the first instance, until March 31, 1933; and 
provision has been made for its automatic extension. It lays 
down fixed rates for those commodities which are typical of 
the trade intercourse between the two countries. 

The commercial treaties with Roumania and Hungary contain 
preferential duties on Roumanian and Hungarian grain, but 
these have not yet been agreed to by all the countries entitled 
to most-favoured-nation treatment, despite the principles recom- 
mended by the League of Nations, so that they have not come 
into force so far. When the agricultural depression in Central 
and Eastern Europe continued to spread, a Conference between 
the agricultural countries and the chief consumer countries was 
held at Stresa in the early part of September, 1932. Although 
Germany could not take part in the measures providing finan- 
cial relief for the agricultural countries needing it, she undertook 
to grant preferential duties on her grain imports from them. 
The agreement concluded at Stresa still requires the consent of 
the League of Nations. Germany hopes that this understanding 
will induce the United States to agree to the preference already 
accorded by her to Roumanian and Hungarian grain, after which 
the full contents of the agreements concluded with the two 
countries in question may come into force. The preference 
given to Eastern Europe by the authors of our commercial 
policy implies the danger that our trade with the other European 
countries to which we export more than we import from them, 
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as well as our overseas trade, will be neglected. Even though 
the importance of the overseas countries has temporarily declined 
owing to the slump in raw-material prices, it would be a mistake 
to allow our trade relations with them to be affected thereby. 
No serious critic can profess to believe that the Southeastern 
European markets are an adequate substitute for the overseas 
countries. On account of the importance which the latter have 
for our foreign trade — provided that we take a long-sighted 
view of the situation — we must refrain from pursuing a policy 
which might lead to reprisals and which might jeopardise our 
export trade with them. Now that Great Britain and her dom- 
inions have agreed at Ottawa to a system of mutual preference — 
which can and will intensify their commercial relations — it is more 
indispensable than ever that we should maintain intact the old- 
established friendly ties that connect us with those overseas 
countries which have always been large consumers of our manu- 
factured products. 

Prior to 1925 — when Germany was still bound by the terms 
of the Versailles treaty to grant unilateral most-favoured-nation 
treatment — she had already concluded commercial treaties with 
the United States (1925) and Great Britain (1924) on that basis. 
Special rates on the part of Germany were of no use to the 
other parties to the treaties, so that they, too, could not concede 
any such rates to Germany. These most-favoured-nation treaties 
have meanwhile proved to be of doubtful value to Germany, 
as they left Great Britain and the United States a free hand 
in regard to their tariff policy. These countries have, indeed, 
inflicted heavy losses upon Germany’s export trade by onesided 
tariff increases, whilst we have been unable to deprive them of 
their right to most-favoured-nation treatment. 

Seeing that it is exceedingly difficult owing to the existing 
economic depression in Germany and throughout the world to 
establish trade relations with foreign countries which would be 
permanently satisfactory, it is perhaps helpful to enumerate certain 
fundamental principles to which the future economic policy of 
the country ought to adhere. They are: 

1. Notwithstanding the unsatisfactory experience which Ger- 
many has made in recent years in her commercial relations with 
the United States and the United Kingdom, the most-favoured- 
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nation clause must continue to form the basis of all trade treaties. 
In addition to the various tariff rates fixed by them, the treaties 
must contain regulations governing the rights of aliens in respect 
of their stay or domicile in foreign countries, provisions con- 
cerning shipping and railway matters, etc., all these being of very 
considerable importance to trade, industry and shipping. 

2. Tariff understandings are absolutely necessary as a supple- 
ment to the most-favoured-nation clause. Germany cannot afford 
to be exposed to the losses which her exporting industries would 
have to suffer if foreign countries suddenly increased their rates 
for the unmistakable purpose of shutting out imports from Ger- 
many. Such understandings must provide security for a number 
of years ahead by definitely fixing the tariffs. | 

3. Speciefied commodities or categories of commodities must 
be exempt from the most-favoured-nation treatment; and no 
special preference must be accorded in connection with them 
unless the other partner also concedes something really valuable. 
The number of such exempted commodities must be restricted 
as much as possible. 

4. Instead of exempting certain commodities from the appli- 
cation of the most-favoured-nation clause, the limited frontier 
traffic — which is subject to special provisions under the com- 
mercial treaties — could be extended by making these provisions 
applicable to a larger area on both sides of the frontier, within 
which the interchange of commodities could be regulated without 
reference to the most-favoured-nation clause. 

It is true that such a modification would amount to a limi- 
tation of the most-favoured-nation treatment as hitherto under- 
stood. The Government, however, could still continue to make 
the principle of such treatment applicable and could also retain 
the system of tariff understandings, without being obliged to 
comply with the onesided demands of those interested parties 
which might be clamouring for a complete change in the coun- 
try’s commercial policy. 

5. The introduction of duties on a sliding scale cannot be 
recommended. If fixed duties based on weight are liable to 
increases or decreases due to fluctuations in the price of the 
commodities concerned, there can no longer be any dependable 
foundation for making correct calculations — one of the essential 
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necessities of international commerce. Moreover, sudden fluctua- 
tions in prices are apt to lead to disputes between the signatories 
to the agreement. 

Our Government must now make it its business to point out 
to the United States and the United Kingdom that a modification © 
of the existing agreements is urgently necessary and must ask 
these countries to grant us tariff reductions. The two of them 
being the chief creditor States of Germany, they must realise 
that — if the repayment of their advances and the payment of 
interest on them are to take place at all — it is only possible 
in the form of German exports. This fact cannot be reiterated 
too often. 


EXCHANGE CONTROL AT HOME. 


It has been stated elsewhere in this report that the Government 
embarked upon its policy of exchange control because it was 
necessary to guard against the dangers that would result from 
the withdrawal of foreign credits and to protect the national 
currency. The object in referring to this matter once more is 
to explain the attitude which this Chamber is compelled to take 
up during the year under review against all those who desired 
that the Government should transfer to the domain of com- 
mercial policy those measures which are necessary in connection 
with its currency policy, in order to ensure that as many foreign 
bills as possible should be retained. The advocates of such a 
course wanted that the present quota system — which is of a 
uniform and rigid character — should be replaced by another 
the essential feature of which would be that it differentiated 
between various countries or various categories of merchandise 
when allotting foreign bills. In view of the fact that, up to 
July 19352, the Bank of Germany’s gold resources and its holdings 
of foreign bills continually declined and that the export surplus 
likewise diminished, whilst the commitments arising out of the 
loans raised abroad remained practically unchanged, it is obvious 
that steps had to be taken in the course of the year which could 
be depended upon to exercise a favourable reaction upon the 
balance of foreign bills. It is out of the question, however, 
that such a result can be expected to be obtained by measures 
inspired by Protectionist motives. 
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The Chamber of Commerce declined to support the above- 
described demands, because practical experience has proved that 
any differentiation of imports according to countries — no matter 
how it may be disguised — immediately prompts the country 
affected by it to protect itself against German imports and that 
the hoped-for result — a saving of foreign exchange — is 
certainly not forthcoming. It is equally certain that the Bank 
of Germany’s reserve of foreign bills cannot in any way benefit 
from a system of allotting foreign exchange based on the greater 
or smaller importance of the commodities concerned to our national 
economy, quite apart from the practical impossibility of classi- 
fying merchandise according to this mode of valuation. Although 
such a system of allotment would not in itself lead to reprisals 
(at least not immediately), it is nevertheless true — as recent 
experience has shown with alarming clearness — that every 
import restriction leads to a diminution of our export trade. 
Moreover, the scheme would require an elaborate control mechan- 
ism, which would have for effect the Government control of all 
imports (after the manner of the foreign-trade control organi- 
sation) and a further inroad upon the freedom of trade, restricted 
though it already is by the exchange control and other methods 
of interference incompatible with normal economic development. 
It is a welcome sign that the responsible organs of the Govern- 
ment and the Bank of Germany have declined to entertained 
any suggestions in the direction of associating their policy of 
exchange control with the purposes of our commercial policy 
and that they have preferred to adopt the method also recom- 
mended by this Chamber, viz., to ease the country’s balance of 
payments by the conclusion of agreements under which the 
foreign creditors consent to a reduction of the obligations arising 
out of the capital service. 

In view of this attitude of the Government it is regrettable 
that the machinery of exchange control has been made use of 
in order to comply with the desire of the German cellulose 
manufacturers who failed to secure acceptance of their request 
that foreign imports should be shut out by an increase in the 
duty. The importation of foreign cellulose has been subjected, 
since the middle part of the year, to a particularly centralised 
régime, inasmuch as no general assignment of foreign exchange 
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is made to importers who must in each individual instance 
apply to the Berlin Exchange Control Office for a separate 
import permit. This Chamber has emphatically warned the 
National Ministry of Economy against the dangers resulting 
from the reversal — for the benefit of a small section — of 
its general policy, whilst completely ignoring the far more serious 
repercussions which such exceptional treatment must have on 
the trade interchange with the countries affected by it. 
Although this Chamber is opposed to a fundamental modi- 
fication of the existing system of exchange control, it is per- 
fectly aware that the allotment of foreign exchange — like 
every other kind of Government interference with normal 
economic development — is imperfect and that its practical 
application is sometimes unfair. Nevertheless, the practice so 
far adhered to has shown that it allows a greater amount of 
freedom than can be expected to be compatible with a centralised 
system of compulsory control run on strictly bureaucratic lines. 
Detailed reference in this report to the numerous justified 
complaints and desires expressed by the Chamber of Commerce 
in the course of the year in connection with the discussion of 
general subjects or with that of special interests would be out 
of place. It must suffice to point out that the Chamber — 
as far as its practical work in detail is concerned — has 
always attached great importance to the demand that, in giving 
effect to the exchange control system, the greatest possible 
consideration must be shown to the individual aspects of each 
transaction and to the particular requirements of the trade 
situation. The Chamber has endeavoured to spread the con- 
viction that the country’s foreign trade via the seaport cities 
is just as indispensable to the community as the other constituent 
members of our national economy and that the machinery of 
trade — as already stated in a previous report — cannot be 
likened to an automatically-operated conveyor belt or to a 
bureaucratically-administered distribution office, but is indeed 
an instrument which must be carefully handled in order to 
bring about the proper adjustment between supply and demand, 
production and consumption, and local or regional differences 
in price. Importers, therefore, are not making an unreasonable 
demand by claiming that some kind of preference should be 
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accorded them in the matter of exchange control and that they 
should be allowed to have as much freedom of movement as 
actual conditions permit, The Chamber of Commerce further 
expects that Hamburg will receive the amount of special con- 
sideration to which it is entitled in view of its importance 
as an import centre, making due allowance for the aims which 
the Government's currency policy is intended to achieve. 

The regulations governing exchange control have been con- 
siderably added to in the course of the year, and the rescripts, 
forms containing directions, etc., have accumulated so much that 
it is very difficult to find one’s way through them. The whole 
system imposes immense burdens upon all those who are con- 
nected with the country’s foreign trade, thus making it harder 
than ever to do successful business. The ability of importers 
to adjust themselves beforehand to the probable needs of their 
business has been curtailed to an enormous extent, not only 
because of the numerous formal obligations supplementing the 
unproductive work that has to be done in the domains of re- 
venue matters and social legislation, but also by the rule which 
provides that the monthly amount of foreign exchange that will 
be at their disposal must be fixed three months in advance. 
This Chamber has repeatedly urged that the maximum amounts 
thus available to importers should be fixed at intervals of three 
months, during which period importers could make their dis- 
positions as they might think fit. The Ministry of National 
Economy has declined to entertain this suggestion, but has per- 
mitted slight modifications of the system as originally introduced. 

A matter which called forth particular objections on the part 
of the Chamber of Commerce was the method of assigning 
foreign exchange during the last three months of 1932, when 
the Exchange Control Office — acting upon instructions re- 
ceived from the Minister of National Economy — made a uni- 
form deduction of 50'/o in advance, without paying the slightest 
regard to the special features of the trade in certain categories 
of merchandise, the object being to make up for the decrease 
in imports which (on a quantity basis) corresponds to the 
percentage named. The difficulties which a large number of 
firms had to contend with on this account could only be 
eliminated by a complicated and protracted method of proced- 
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ure, this Chamber having insisted upon some action capable 
of relieving the situation. 

The mechanical method of calculating the exchange quotas 
was discarded again in November last, and new rules applicable 
to the early months of the year 1953 were issued instead. They 
provide that the Chambers of Commerce are to ascertain the 
extent of the decreases (on a quantity basis) in the various 
categories of imports under reference to the figures for 1930 
and 1931 and to take account of the resulting differences when 
expressing their expert opinion on the applications submitted 
by the firms. Apart from this welcome innovation, the new 
rules contain some other improvements upon the previous po- 
sition. The Minister of National Economy, in compliance with 
a suggestion emanating from this Chamber, has agreed that 
exchange quotas are fixed for periods of six months ahead, al- 
though the monthly maxima are retained. Importers are now in 
a position to make their dispositions a considerable period ahead, 
and they are relieved of a great deal of work which would 
otherwise be necessary at the close of the first quarter of 1935. 
In addition, it will now be possible to make much more accurate 
calculations, inasmuch as the monthly maxima are to be ascertained 
on the basis of the amounts of payments abroad made between 
July 1, 1930, and June 30, 1931. Unfortunately, the Minister 
did not see fit to consent to the other suggestion put forward 
by the Chamber, i.e., an extension of the slight modifications 
above referred to. 

In December 1931 exchange quotas were reduced by 25% 
a month, and in the succeeding months the rate of reduction 
was increased to 50°%/o. As far as these amounts are concerned, the 
firms have to make use of reimbursment credits. The objections 
to this action of the Government set forth in last year’s report 
are still as valid as they were then. 

This is not the place to examine the correctness or otherwise 
of the point of view maintained by the Bank of Germany on 
the subject of the full utilisation of the credits that fall under 
the standstill agreement; but it must be emphasised that a re- 
sponsible business man cannot be blamed if he dislikes the idea 
of resorting to the use of reimbursement credits without knowing 
the risks to which he may expose himself thereby. Even though 
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it is true that the Bank of Germany has provided a choice of 
several guarantees, it is equally true that such provision is but 
an inadequate justification of its demand that the available reim- 
bursement credits should be utilised. 

In last year’s report strong objection was taken to the rule 
prohibiting the use of foreign currencies in connection with 
payments at home. This Chamber pointed out to the Bank of 
Germany that such a prohibition tended to interfere with the 
freedom of movement indispensable in the domain of overseas 
trade. The experience gained in the course of the year under 
review shows that — unfortunately — this prediction has been 
fulfilled. The prohibition imposed upon German firms against 
the use of foreign currencies in payment of the goods bought 
from Hamburg importers has had for effect that those German 
consumers of foreign products who are in a position to avail 
themselves of foreign exchange are anxious to make full use of 
the latter mode of payment by purchasing their requirements 
from the foreign producer direct, instead of purchasing them 
from the Hamburg importer. It has been found that, in conse- 
quence of this practice, the Hamburg market has lost a number 
of orders, to the detriment of German economy as a whole. 
The Minister of National Economy and the Bank of Germany 
will have to discover a method enabling German firms to make 
payment in foreign currency when purchasing in the Hamburg 
market. This Chamber has prepared certain draft proposals 
which will be submitted to the competent authorities. 


EXCHANGE CONTROL ABROAD 
AND TRADE PROTECTIONISM. 


The real function of gold as a factor in the international ex- 
change of commodities is to exercise a balancing influence upon 
the movement of. money. The withdrawal of credits, the ab- 
sence of international arbitrage in the bill and security markets 
and the artificial limitation of those branches of trade which 
naturally exercise a balancing influence upon money movements 
and which therefore make it unnecessary to resort to gold ship- 
ments as the sole agent for this purpose, have destroyed the 
normal function of gold. How immense the work of destruction 
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has been may be gauged from the steps in the domains of cur- 
rency policy and trade policy which an exceedingly large number 
of countries engaged in world commerce and thus dependent 
upon one another have taken with a view to protecting their 
currencies. Apart from those countries which have formally 
abandoned the gold standard and thereby given direct evidence 
of the breakdown in their currency mechanism, there are more 
than thirty others which are trying to check the efflux of foreign 
capital and to retain their own money at home. The Chamber 
of Commerce must abstain from referring in detail — within 
the framework of this report — to the numerous measures thus 
enacted everywhere and to the considerable amount of work 
necessitated by them, more particularly so because the Chamber’s 
own periodical publications contain a complete survey of the 
exchange control systems established abroad. A matter which 
is more important than the mere registration of these events is 
the ability to recognise the tendency underlying them and to 
appreciate their effects upon the interchange of commodities 
between the countries concerned. Not only has the number of 
countries resorting to such measures considerably increased, but 
the methods employed in connection with exchange control have 
also changed and have become more drastic. In last year’s report 
it could be stated that the system of exchange control — although 
originally intended to protect the national currency — was 
largely used as an instrument capable of raising barriers against 
the importation of foreign merchandise. Since then it has become 
evident that the tendency towards the use of the system as part 
and parcel of commercial policy has enormously increased. The 
various Governments, “hypnotised by the deficit of their balance 
of trade,” endeavour to regulate their foreign trade by shutting- 
out foreign-made products or to divert it from its natural direction, 
in order to provide themselves with export surpluses. It is quite 
true that any kind of State-operated exchange control is bound 
to diminish imports. A large number of countries, however, 
have refused to be satisfied thereby. Either for considerations 
of currency policy or for reasons of trade policy, they have 
differentiated in the assignment of exchange according to the 
importance to their national economy of the goods concerned or else 
they have prohibited the release of foreign bills because they wanted 
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to retaliate against those countries that had imposed restrictions 
of some kind or other upon imports; and there are even in- 
stances in which the legislative provisions are drawn up in such 
a manner as to make it plain that they are merely prompted 
by considerations of trade policy. This development of the 
exchange control system from a currency-protecting to a trade- 
protecting device has been further hastened by the depression 
resulting from the widespread unwillingness to maintain intact 
the credit relations between the countries, and has doubtless 
received a powerful impetus from those tendencies which aim 
at economic self-sufficiency (‘‘autarchy”) and from those which 
are inspired by trade protectionism. Notwithstanding the 
numerous resolutions passed since the close of the war, by one 
international conference after the other, against that kind of 
policy, protectionism has made very great progress everywhere. 


EXCHANGE CLEARING AGREEMENTS, 
AGREEMENTS AMONG BANKS OF ISSUE, 
BARTER TRANSACTIONS. 


The currency difficulties affecting certain countries, more 
especially those of Southeastern Europe and South America, 
make it impossible to “melt” the “frozen” credits through the 
medium of trade intercourse or to release adequate funds for 
additional exports. In view of this situation considerable im- 
portance must be attached to the question of the continued 
maintenance of commercial relations with these countries. If, 
for convenience’ sake, we ignore those suggestions which recom- 
mend that the policy hitherto pursued should be radically changed 
in order to effect an improvement, we find that two sets of 
measures have been largely adopted in the course of the year 
under review, viz., (1) the exchange Clearing agreements or 
agreements among the banks of issue, and (2) the introduction 
of barter transactions, the object of which is to “melt” the 
“frozen” credits abroad by mutual clearing and to make pos- 
sible the continuance of commercial relations between the coun- 
tries in question. 

By the time of writing these lines such Clearing agreements 
or agreements of the Bank of Germany with foreign banks of 
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issue relative to the settlement of payments had only been 
concluded with European, but not with South American countries. 
Originally the Government and the Bank of Germany were 
only prepared to resort to this method in those cases in which 
the importation of German products met with insuperable ex- 
change difficulties. Subsequently, however, similar agreements 
were also closed with other countries, e.g., Italy and Sweden. 

Clearing transactions of the kind here concerned prove more 
convincingly than anything else that the system of exchange 
control is of highly problematical value. The interchange of 
commodities between two countries with the aid of the Clearing 
method can only be effected without friction on condition that 
there is neither an export, nor an import surplus in connection 
with their trade intercourse, and even then friction may occur 
occasionally. Where this condition is not complied with, such 
a system of foreign trade must lead, in the long run, to the 
equalisation of claims (which corresponds to an interchange of 
merchandise without the use of money), or — if not — the 
country which exports more goods than the other is left with 
a margin of claims, which — under normal conditions — would 
be absorbed by its trade with third parties or would be eliminated 
through the mechanical adjustment effected by credits, bills, 
advances or gold shipments, whilst it is bound to acquire 
permanency where a mutual Clearing system has been introduced. 
This view is confirmed by the experience gained in connection 
with the German- Hungarian Clearing agreement — the only 
agreement of this kind concluded by the German Government 
which has in no way fulfilled the expectations originally 
entertained — and, to a certain extent, in connection with the 
German- Danish agreement and with the corresponding agreements 
concluded by other Governments. The German-Italian agreement, 
too, deserves special mention in this context. Notice of termination 
was given by Germany at the end of September for the reason 
that the Clearing of claims arising out of merchandise trans- 
actions had brought about an increase in Italian imports into 
Germany, so that there was a danger of the latter country’s 
export surplus being turned into an import surplus. The agreement 
shortly afterwards concluded between the banks of issue contains 
a clause (the so-called “Sweden clause’) intended, as it were, 
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to guarantee a definite export surplus. It was first applied 
when the agreement with Sweden was concluded. 

Barter transactions should be exclusively reserved to private 
initiative. The argumentation set forth in the preceding para- 
graph applies with equal force to them. The primitive method 
of conducting international business without resorting to money 
can never be more than a makeshift. It can only be justified 
in connection with markets in which German commerce, owing 
to currency difficulties or trade barriers, is confronted with 
insuperable difficulties or where it is intended ro release “frozen” 
credits. This, at least, is the view held by the Chamber of 
Commerce, which thought it advisable to open up — in the 
course of the year — an information office where exporters 
may obtain whatever advice they require in connection with 
the initiation of barter transactions. 

Nothing could be more fallacious than a belief that the 
existing volume of trade could be maintained or that inter- 
national commerce could be increased by resort to barter. 
Clearing agreements and private compensation transactions are 
always liable to certain dangers. Thus, for instance, they may 
tend to wipe out German export surpluses or they may induce 
those countries which have so far placed no difficulties in the 
way of the importation of German goods to ask that such 
importation should be made subject to a compensating trans- 
action. They are bound to fossilise Germany’s foreign trade 
— which, if anything, urgently needs freedom and elasticity — 
and to stimulate the desire for a more bureaucratic planning and 
organisation of our foreign trade, although it is evident that 
individual and flexible methods of guiding it are now more 
necessary than ever. Hence, they are in no case a proper 
substitute for ordinary methods, but at best an emergency device 
not even capable of forming a bridge between the present 
depression and the return of normal economic conditions. 


THE FOREIGN TRADE OF HAMBURG. 


If we survey the development of Hamburg’s foreign trade 
during the year under review, we find that — more than in 
preceding years — its freedom of movement has been greatly 
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impeded by the accumulation of trade barriers and that this 
want of elbow room has exercised a predominating influence 
upon the yield. 

The accounts of the international situation contained in various 
sections of this report show that the forces of integration are 
so different in regard to their nature and their origin that it is 
impossible to give a general description of the existing position, 
more particularly so as the commercial activities of Hamburg 
are so exceedingly diversified in many ways. Those Hamburg 
exporters whose domain comprises the European — especially 
the North European — markets and the German manufacturers 
likewise interested in the same direction could not but be gravely 
affected by the various exchange control regulations at home and 
by the trade barriers erected abroad. In addition, the import 
quotas contemplated by the German Government (which plans 
coincided in time with the vigorous British bid for the Scan- 
dinavian markets) produced a mentality hostile to German goods 
and a preference for the products of other countries, the foreign 
Governments in question actively supporting these tendencies. In 
some instances, indeed, German articles were subjected to open 
or concealed boycott. Even though it is true that the resentment 
thus felt in the Scandinavian countries has gradually died down, 
partly for the reason that it is now easier to appreciate the 
effects resulting from the Ottawa agreements, the fact remains 
that our export trade with Northern Europe has decreased to 
an alarming extent. 

These developments, of course, cannot be said to be of out- 
standing importance to those large sections of the city’s foreign 
trade which are traditionally interested in the overseas markets. 
They, in their turn, have suffered — apart from the measures 
intended to protect the currency — from other events and their 
business has also decreased, both on an ad valorem and on a 
quantitative basis. The huge decline in the prices of raw ma- 
terials has very considerably impaired the ability of the overseas 
countries to consume German products. On the other hand, the 
products of the overseas countries — notwithstanding their low 
prices — were absorbed by the European and North American 
markets to a diminishing extent. Finally, the moratoria proclaimed 
in Brazil, Uruguay, Colombia and other countries, together with 
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the Chilean situation where conditions were temporarily almost 
chaotic, contributed very materially towards the contraction of 
business. Even if it is granted that the effects resulting from 
these events are not of a permanent character, it must be re- 
membered that other happenings have taken place which are 
bound to exercise a very far-reaching effect upon the Hamburg 
export trade and upon the exportation of German manufactured 
articles. In the first place, reference must here be made to the 
Ottawa Conference. It may be assumed that one consequence 
resulting from its decisions will be that the countries not be- 
longing to the British Empire will be compelled to enter into 
closer relations with other European exporting countries, in order 
to compensate themselves for the losses incurred in the British 
markets. At any rate, there can be no doubt that the results 
of Ottawa will be negative, as far as Hamburg’s export trade 
is concerned. The Conference ought to induce the makers of 
our commercial policy to start upon negotiations with the coun- 
tries outside the great British customs union, 1.e., apart from 
others, the overseas countries and those European ones which 
not so long ago thought it prudent to enter into closer relations 
with Great Britain to the detriment of this country. 

The sterling depreciation continues to fill the Hamburg export 
merchant with considerable anxiety, as the resulting uncertainty 
of the situation and the check upon Germany’s competitive 
powers make business extremely difficult. 

More important, however, than any of these matters is the 
carefully-planned Japanese penetration of all those markets which 
— like South America, Africa and India — belong to the sphere 
of influence of the Hamburg exporter. Thanks to the depre- 
ciation of the yen, to the low cost of production and to her 
admirable skill in adapting her goods to customers’ tastes, Japan 
has secured a hold on those markets which ought not to be 
belittled. Although it is still too early to predict the future 
development of Japanese competition, our Government ought 
to take due note of the present position and to pay more 
attention than it has done in the past to the stimulation of 
Germany’s export trade with the overseas countries. 

In view of the various circumstances here referred to, it is 
but natural that the position of the export trade of Hamburg 
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is anything but rosy. It should, however, in fairness be stated 
that exporters have used to the utmost the advantages inherent 
in the flexibility and adaptability of their business in order to 
adjust their costs and their margin of profit to the altered 
conditions, in which they have been aided by their unbroken 
spirit of enterprise. Barter transactions belong by right to a 
past epoch; but in consequence of the distorted and unnatural 
state of affairs now prevailing they have acquired renewed im- 
portance. Elsewhere in this report it has been pointed out that 
they can never be more than an emergency device intended to 
overcome the numerous barriers to trade and to help in fighting 
foreign competition. 

Not only the revival of this antiquated method of foreign 
trade (which, it is to be hoped, will be of temporary duration 
only), but also the various other developments of the year here 
reviewed present new tasks to our export merchants and remind 
the manufacturers engaged in the treatment of exports and raw 
materials of the fact that the overseas trade of Hamburg is able, 
thanks to its connections with the overseas markets, to assist 
in providing new outlets for German products, to the benefit 
of the country’s national economy as a whole. 

A detailed account of the position of the Hamburg import 
trade is particularly difficult, for the reason that the field covered 
by it is divided and subdivided into a vast number of cate- 
gories of goods and also because of its considerable geographical 
diversity. The effects of the Government’s economic policy on 
this trade have already been sketched in various sections. of this 
report. Generally speaking, it may be said that its volume — 
and therefore also the yield derived from it — has diminished 
owing to the decline in purchasing power, to the slump in 
prices and to the system of exchange control at home, which 
has not only imposed a brake on many activities, but also 
increased unproductive expenditure, whilst the chances of earning 
a profit have continued but moderate. It stands to reason that 
the re-export trade — which is closely associated with the import 
trade — has likewise been affected by the numerous trade-para- 
lysing forces that are at work. Although it must be conceded 
that the Government’s economic policy has refrained, within 
the limits set by the depression, from interfering more than 
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necessary with this branch of international commerce, it must 
be emphasised that the general interests of the country require 
a very generous interpretation of the exchange control regulations. 
The Hamburg firms maintain old-established traditional relations 
with their clients abroad and their owners possess a large fund 
of expert knowledge. These circumstances, coupled with the 
favourable geographical situation of the city and its seaport, 
have caused Hamburg to be excellently suited for the task of 
establishing contact between the producer countries and the 
consumer countries. Hence, it has developed into an important 
market for overseas products where Germany’s national economy 
can cover its requirements cheaply and on favourable terms. 
Seeing that the transit trade increases the available stocks of 
foreign exchange, it is in the general interest that it should 
receive every encouragement. 


CONCLUSION. 


One of the aims of this report is to induce the reader to 
discover, by studying the past, what action should be done in 
the future. We will therefore conclude our survey by adding 
a few brief notes on certain suggestions which, like those centring 
around the principle of economic ‘“autarchy,’ have aroused 
widespread public interest. Our reference is to the plans for 
creating enlarged economic units. It seems to us that the hopes 
and expectations linked with them are typical of the modern 
“flight from realities.” 

In so far as the promoters of these plans desire to give 
certain kinds of preference to certain European markets outside 
Germany, we believe that it must be left to the discretion of 
the various interested quarters to do so or to refrain from 
doing so as they think fit. In so far, however, as it is intended 
tO mix up economic and political considerations to an extent 
exceeding that to which the customary commercial treaties are 
limited, we are of the opinion that — as has already been 
pointed out elsewhere — they tend to endanger the existing 
system of our trade policy, based — as it largely is — on the 
most-favoured-nation clause. This remark, of course, does not 
apply to the agreements between groups of countries that were 
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concluded at Ouchy, which contain special provisions intended 
to remove certain specific causes of economic distress. Restricted 
though the scope of these agreements is, their ratification has 
nevertheless presented considerable difficulties. Attention must 
therefore be drawn to the fact that in none of the regions 
intended to be incorporated with such an enlarged intra-Euro- 
pean economic unit, the general public has evinced any particular 
willingness to re-shape the country’s economic and political 
structure by entering into any political commitments binding 
it to Germany. 

Germany herself, indeed, ought to do everything to reduce 
the influence of the politcal factor upon economic relations. 
This is necessary in order to strengthen her own national coherence 
and her international status. Not only will this benefit her 
body economic, but also — and probably to an even larger 
extent — her body politic. National consolidation stands to 
gain if the inevitable friction that must arise every now and 
then between economic groups can be removed as much as 
possible without the interference of the State, which should 
only exercise the powers of an arbiter when the matters in dispute 
are of outstanding importance. 

We believe that the question of economic units should be solved 
inside Germany, before any attempts are made to establish them 
outside. 

One problem, more especially, which ought to be tackled in 
this connection is that of the adjustment of the economic differ- 
ences between the eastern and western parts of the country, 
the former being mainly agricultural and the latter being mainly | 
industrial. This problem has never been completely solved. 
The struggle for the direction which Germany’s commercial 
policy should follow has again been very keen during the year 
under review, one side championing the interests of East German 
farming and the other those of industry, commerce and shipping. 
The fierceness of this struggle proves that the conflicting interests 
at home have not yet been sufficiently reconciled to enable our 
politicians to embark upon a policy of economic expansion out- 
side our national frontiers. 


If, however, there is a desire and a possibility to secure 
additional economic ground outside the frontiers, either by 
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augmenting German sovereignty or by entering into an alliance 
with other Powers, our thoughts must revert — for national, 
political and economic reasons alike — to the great task of 
colonial activity, from which Germany continues to be excluded 
in consequence of an unjust treaty dictated by force. The 
place where the pressure of the German population could be 
provided with an outlet to be secured politically must not 
be sought where at present the claims to sovereignty and the 
jealousies of old and new European States would be a great 
initial handicap to economic activities, but rather in those over- 
seas regions which are still capable of an infinite amount of 
development. Such an expansion cannot be effected by violence; 
collaboration with other nations — either those administering 
the so-called mandated territories or those inhabiting them — 
is essential. The fact that the colonial idea continues to occupy 
the mind of the German people proves that the extent and the 
subject matter of the country’s sovereignty cannot be permanently 
restricted in any domain and that Germany cannot be excluded 
from any task requiring international cooperation. This claim, 
moreover, implies a will to take part in affairs of world-wide 
importance, as well as the conviction that the present epoch of 
political strain and anxiety will be succeeded some day by one 
during which there will be an increased willingness to colla- 
borate in economic matters affecting the world as a whole. 
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I. 


The Second Year 
of the Government’s Great Programme. 


Among the economic happenings in Germany that took place NTN 
in the course of 1934, those concerning the country’s relations Foreign 
with foreign countries occupied a relatively greater prominence Senn Se 
than they had possessed in the immediately preceding year. The 
Government’s endeavour during the whole period was to main- 
tain the volume of the export trade and to properly regulate the 
import trade. The principle by which this endeavour has been 
guided all along and which constitutes at the same time the 
foundation on which the country’s economic policy towards 
foreign nations is built up is Germany’s willingness to pay back 
her foreign debts in conformity with the possibilities held out 
to her by her foreign creditors and to do so by means of her 
commercial intercourse with foreign countries — an intercourse 
which forms an integral part of her national economy. It would 
be perfectly useless to throw another veil over this problem of 
her debts and to raise new credits in order to repay them. Such 
a policy of make-believe as Germany was forced to pursue some 
years ago because of the pressure exercised by the victor Powers 
would be of no benefit either to herself or to the rest of the 
world. 


The Government has therefore steadfastly refrained from The Problem 
: : 5 : of Foreign 
adopting methods such as these and has consistently maintained mdebtedness 
a straightforward policy. Germany can only pay back her debts 
if she is given a chance of making a sufficiently large export 
surplus. This, however, will only be possible if she succeeds 
in selling a larger quantity of her products in the world’s 


markets than she can sell there at present. 


The aim of the policy pursued by the Government is to 
thoroughly familiarise the world with these aspects of the matter 
so that, in the end, a reasonable solution of the problem of 


7 


The 
»New Deal« 


Germany’s debt may be discovered. Germany cannot empha- 
sise too strongly that — even though the greater part of the 
private debts contracted by her abroad during the period 
1924/29 has a causal relation to the demand for reparations — 
she looks upon them as legally binding commitments. 

In the creditor countries it still happens every now and then 
that sight is lost of the difference between the terms, “inability 
to pay,” and “inability to transfer.’ Germany is by no means 
an insolvent country. She would, indeed, be able to repay con- 
siderable amounts of those debts within a relatively short time 
if there were a possibility of making the necessary transfer. She 
possesses a large industrial system, millions of capable workers, 
numerous up-to-date means of communication and _trans- 
portation — everything, in fact, she needs in order to comply 
with her obligations by supplying her creditors with superior- 
grade goods. But it will be necessary for her creditors to realise 
that debts can only be paid back by way of exporting 
merchandise. Attention must be drawn to the fact that a large 
part of the amounts placed at the disposal of Germany between 
1924 and 1929 in the shape of foreign credits, participations or 
loans was received by her as merchandise. It may even be sur- 
mised that it was very much to the interest of her creditors that 
she should import considerable quantities of raw materials in 
those years in order to enable her to re-equip her industrial 
plant which had been subjected to much wear and tear during 
the war, to replenish her stores which had been completely 
used up during the war and the period of inflation, and thus 
to enable her national economy to pay the reparations demanded 
of her. The policy decided upon at Versailles, however, was 
misdirected because Germany was asked to perform an impossi- 
bility, the tacit assumption being that the world would be able 
year after year to absorb a German export surplus to the value 
of several milliards of reichsmarks. The truth is that it was 
only due to the amount of foreign exchange pumped into the 
country for a few years in the shape of loans and credits that 
it was possible to maintain the fiction of her being able to 
fulfil her reparation obligations. 

The outcome of the prolonged decline of Germany’s export 
business caused by the trade policy pursued by the various 
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countries was that the Government drew up the “New 
Deal” — the most important measure introduced in 1934 in so 
far as German foreign commerce is concerned. The “New Deal” 
is intended to stabilise the country’s balance of trade and to 
create export surpluses in order to relieve her of the excessively 
large burden of foreign debts. The creation of export surpluses 
would be facilitated by her possession of a raw-material basis 
in colonies of her own, the peaceful re-acquisition of which she 
must endeavour to secure. 

The view is sometimes expressed abroad that the repeated 
declarations of the Government regarding its willingness to duly 
repay Germany’s foreign debts can scarcely be reconciled with 
the comprehensive programme for the provision of work or with 
the efforts for the revival of the domestic market made by the 
National Socialist movement. As this view omits to take 
cognizance of the vital aspects of the problem, it will be 
necessary to explain why it is wrong. 

The drafting by the Government of a comprehensive pro- 
gramme for the provision of. work is thoroughly consistent 
with its anxious endeavour to restore Germany’s capacity of 
transfer. Germany has a vivid recollection of the consequences 
resulting from a policy of exaggerated deflation, such as the 
disastrous concatenation of tax increases, difficulties in the way 
of payment, dismissals of workers, increased demands for public 
money to be spent on unemployment relief, wage decreases, 
diminished taxation yields, and tax increases again. The effect 
of such a policy of deflation is that the country is no longer 
capable of maintaining intact its export trade because the pre- 
liminary burdens upon industry have become too heavy. De- 
flation, therefore, is the worst possible method of solving the 
problems confronting foreign trade. 

It should be added in this connection that the Government 
has certainly missed no opportunity of furthering the country’s 
export business by every means at its disposal. 

The Government’s policy in the domain of Germany's 
economic relations with foreign countries is therefore in com- 
plete harmony with its home market programme, which was 
initiated in 1933 and was continued in 1934 with an extra- 
ordinarily large measure of success, — a result which is shown 
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The Home 
Market 
Programme 


The Road- 
building and 
Internal Colo- 
nisation 
Schemes of the 
Government 


better than by anything else by the drop in the number of 
unemployed to a figure 1,700,000 below the one recorded a 
year ago. Thus, the Government has achieved more during the 
first half of its Four Year Plan than it felt itself justified -to 
hope. 

The provision of work through orders placed by the State 
— comprising, in the main, road-building and the building of 
dwellings for settlers at home — has benefited private industry, 
chiefly the industries turning out goods for production, to such 
an extent that the resulting expansion gradually took hold of 
other sections of the country’s national economy as well. It 
has been demonstrated that the initial necessity was to provide 
employment for a large body of unemployed by orders placed 
by the State and that this would result in a considerable in- 
crease in the purchasing capacity of the whole nation, thus 
making it possible to provide work and the means of sustenance 
for everyone. As the German people owns a sufficiently large 
apparatus for agricultural production, big industrial under- 
takings, a dense network of means of communication, and many 
millions of willing workers, it is — as the Leader, Herr Hitler, 
has put it — a question of correctly guiding and organising the 
country’s economic activities and of attuning the various 
economic units to one another in such a manner as to produce 
a closed circuit. As soon as such a circuit has been established, 
every branch of industry will supply goods to all the others 
out of its own production and will provide them with em- 
ployment by means of its own consumption. If this apparatus 
is to function in the correct way, it will be necessary for each 
separate branch to be so guided and so developed that it best 
serves the interests of the whole. 

It is in line with considerations such as these that tise 
Government continued to advance its home market programme 
in 1934. Below an attempt will be made to give brief accounts 
of the programme itself, its effects upon the various economic 


' sections, the method of financing it, and the organisation indis- 
_.. pensable to its correct functioning. : 


The Government has not been content to bring about a re- 
vival of the home market by its road-building and internal 
colonisation schemes, but has also encouraged the industrial 
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untertakings themselves to renew and to overhaul their machinery 
and plant. At the same time, the Government never tired of 
emphasising — by means of a vigorous propaganda — that it 
is absolutely necessary for as many of them as possible to use 
their own initiative in creating work for those still in lack of 


employment. This campaign has a great educational value and - 


is by no means the least effective of the weapons employed in 
the struggle against unemployment. Without the intelligent 
collaboration of private employers it would have been im- 
possible to ensure that the benefits derived from the Govern- 
ment’s comprehensive programme should extend to every part 
of the economic system. All the measures thus introduced re- 
ceived much assistance from the States and the municipalities. 

The general results achieved by the end of 1934 may be 
briefly summarised as follows: The position of German agricul- 
ture has been improved. The industries turning out goods for 
production were far better able to utilise their machinery and 
plant than in the preceding years. Large numbers of additional 
workers were given employment by them. In many parts of the 
country the industries turning out goods for consumption have 
undergone a decisive improvement. The increase in their out- 
put, as well as the improved position of agriculture, are mainly 
attributable to the increased demand for goods for consump- 
tion. Although the volume of the national income has not so 
far come up to the desired total, it has nevertheless risen by a 
larger percentage than had been generally anticipated, — a result 
due to the further drop in the number of workless and to the 
increase in working hours in many undertakings. This circum- 
stance entitles us to look forward to a further spread of the 
economic revival. 

The extent to which the Government scheme for the provision 
of work could be actually carried out was from the very outset 
a question of financing it. When the Government drafted its 
reconstruction programme, it started from the conviction that 
a continuation of the fiscal policy pursued in previous years 
would be entirely out of place. It had become apparent that 
everyone of the increases in taxation made in 1930 and 1931 
had led to reduced turnovers, which — in their turn — resulted 
in dismissals of workers and in the enforced closing-down of 
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works. Any attempt to finance the Government’s scheme by 
means of higher taxes would have been doomed to certain 
failure; and it was therefore decided to finance a large part of 
the scheme by drawing in advance upon the tax yield of future 
years on the assumption: that the scheme itself would cause 
such an economic revival as to enable the Government to spend 
materially less public money on unemployment relief and to 
look forward to increased tax receipts in subsequent years with- 
out having to raise the existing rates. In the event of this 
assumption being correct, it would be possible to duly make 
up for the encroachment upon future revenue. 


Both expectations have been fulfilled. Public expenditure on 
unemployment relief is now much less than it was a couple of 
years ago. The tax yield has gone up — slowly at first, but at 
a somewhat faster pace in 1934. In this way the Government 
has been placed in a position to finance the great road-building 
and internal-colonisation schemes and to set aside in good time 
the amounts required for the payment of the bills when they 
become due. The fact that the way has been paved for stabilis- 
ing the national budget is one of the most important changes 
that have come about in 1933/34 and is full of promise for the 
future development. The ultimate stabilisation of the budget 
will be considerably facilitated by the simplification of the 
administrative apparatus, which is proceeding step for step, the 
conviction being that all the forces available to the Government 
must be utilised in the struggle against unemployment and that 
every item of unnecessary administrative expenditure must 
be saved. 


The events and the measures of legislation governing the de- 
velopment of the money market and that of the investment 
market in 1934 must be viewed from:the same angle. The chief 
difficulty which the Government had to face when embarking 
upon its great schemes was that it could not rely — as in 
normal times — upon the support obtainable from a sound and 
powerful market of private investment capital; and this aspect 
of the situation likewise accounts for the fundamental difference, 
financially speaking, between the present crisis and its prede- 
cessors in earlier times. 
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The Government has built up its programme on an extension 
of the credit facilities afforded by the Reichsbank, although 
a fairly large part of the scheme for the provision of work has 
been financed by. private capital. Beyond that, the money 
market has had to finance the requirements of private under-— 
takings, which went up materially in 1934 — a tunction which 
it was quite capable of exercising because the status of many 
undertakings, notably those of an industrial character, has be- 
come much more liquid than it was. 

The Government’s endeavours to gradually render the invest- 
ment market just as liquid as the money market were continued 
in 1934 by what may be called its “open-market policy.” The 
outcome has been that the prices quoted for fixed-interest- 
bearing papers are slowly approaching par. Thus the possibility 
of lowering the rates of interest on an agreed-upon basis, as 
desired by the Government, is gradually approaching, even 
though it is quite impossible to predict at the present moment 
the date at which such a lowering can be carried into effect. The 
increase in the liquidity of the market for fixed-interest- bearing 
papers is promoted by the embargo on new issues and by the 
provisions of the new legislation governing loan-capital funds. 
Notwithstanding this, however, the lowering of the rates of 
interest cannot materialise so long as the amount of capital 
newly created is insufficient to establish a permanent equilibrium 
between demand and supply on the investment market. When, 
in the end, the rates of interest payable on long-term credits 
have been reduced to the lower level desired, the time will have 
come for gradually preparing the market for the absorption of 
new issues. The chief conviction animating those responsible 
for the guidance of the investment market is that the changes 
must be made step for step and that the lowering of the rates 


of interest — however much it is desired by the business 
community — must not be effected in a hurry if it is to be 
lasting. f 


Another instrument intended to direct the money market Te ¥eform 
r ; e of the Banking 
and the investment market is the reform of the banking system, system 
the legislative foundation of which was supplied by the new 
Bank Act passed towards the end of 1934. When this Act was 


drafted, it was realised that it would not be necessary to 
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nationalise the privately-owned banks, but rather to ensure — 
through the medium of Government supervision and along 
elastic lines — that the banks should concentrate their efforts 
upon their essential function, 1.e., that of actively cooperating 
in the building-up of the money market and the investment 
market. For this reason, the extent of Government supervision 
as it was introduced in 1931 has been extended. Over and 
beyond that, certain other provisions of the Act are intended 
to apply to some other aspects of the credit system. They are, 
first, those governing liquidity and having for their object to 
establish equilibrium between the money market and the invest- 
ment market: and, second, the provision relative to the limitation 
of big credits, the Government considering it desirable to grant 
special credit facilities to small and medium-sized undertakings. 


The country’s fiscal policy, too, is based on principles tending 
to remove unemployment. The tax remission on replacement 
work has been further extended in 1954 and has directly helped 
to provide additional employment. Indirectly, the same result 
is expected to be attained by the tax abatement granted on small 
incomes and on the incomes of persons having a large number 
of children, inasmuch as it is thought that this provision will 
tend to stimulate consumption still more. A very notable success 
can be booked for the measures taken to encourage house-owners 
to carry out necessary repairs, as they were instrumental in pre- 
venting a rise in the number of workless during the first few 
months of the year — a time always difficult to deal with. The 
tax abatement granted to persons of small means has for its aim 
the strengthening of the purchasing capacity of the working 
classes and of the middle classes and may therefore also be de- 
scribed as an indirect weapon in the fight against unemployment. 


The new increase in the tax on large incomes will be felt as 
a not unsubstantial burden by business men, more especially 
those in the Hanseatic cities, and by many industrial unter- 


‘takings organised as proprietary firms, partnership firms or 


sociétés en commandite. Another and unexpected burden has 
been imposed upon the Hanseatic firms of merchants by the 
repeal of the provisions governing losses brought forward 
from former years (made effective as from January Ist, 1934) 
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and by. depriving them of the possibility of creating reserve 
funds entitled to certain privileges as regards taxation. 

The capital invested by an overseas merchant in his firm 
represents — as it were — his implements and should therefore 
be treated for the purposes of public revenue in exactly the same 
manner as the implements of those undertakings which carry 
on their activities by means of equipment more directly illus- 
trative of their importance and their functions as part of the 
economic apparatus, e.g., the machinery and plant owned by 
manufactures. It has always been a recognised principle among 
the German merchants that the capital invested in a firm must 
be looked upon as something held in trust by the owner, who 
— being fully aware of his personal responsibility — is expected 
to preserve it intact and to consolidate it. A considerable 
amount of confusion has been caused by the practice adopted 
in recent decades of largely relegating to the background this 
vitally important principle — originating, as it did, in the views 
held by merchants conscious of their responsibility — and of 
even ignoring its existence altogether. 

- Seeing that the other parts ofthe Government’s fiscal policy 
and the other economic measures introduced by it are framed 
in such a manner as to stress the personal factor, no exception 
ought to be made where the treatment of past losses and that 
of privileged reserve funds is concerned. Those sections of the 
fiscal laws which facilitate the conversion of anonymous com- 
panies into proprietary firms and into other kinds of under- 
takings emphasising the personal factor clearly express the 
principle of personal responsibility in general, but a line seems 
to be drawn at the treatment of past losses. | 

The emendation of the turnover-tax law, effective January Ist. 
1935, also forms part of the fiscal reform scheme. The principal 
changes are those made in the regulations governing wholesale 
transactions in the home market, the imposition of a supple- 
mentary tax upon “multi-grade” undertakings (hitherto restricted 
to the textile industry), and. the limitation of “extended” im- 
ports. For reasons connected with the position of the Labour 
Market-the: so-called “middlemen’s privilege” established under 
article 7 of the turnover-tax law has been withdrawn; and with 
a view to encouraging the practice of keeping goods on stock 


15 


Company 
Legislation 


and of increasing turnovers generally, the rate has been reduced 
to ¥2 % in so far as goods are concerned which are not already 
exempt from the tax when sold wholesale. The new legislation 
differs from the former inasmuch as the provisions regarding 
“extended” imports are now restricted to seaports and.as the 
additional exemption from taxation in respect of turnovers in 
“extended” imports is now applicable only to commodities of 
foreign ownership specified in the No. 2 list of exempted 
articles. 


It is regrettable that an additional burden has been imposed 
upon mercantile agents and brokers inasmuch as the exemption 
limit has been reduced from 18,000 rm to 6000 rm in their case. 
When this Chamber defined its attitude towards the draft of 
the new law, stress was laid upon the resulting hardships, and 
it was suggested that the reduced rate of % % should also be 
made applicable to those transactions effected by brokers and 
mercantile agents which were of a wholesale character. The 
view that this should be done receives further justification from 
the fact that the persons named have no possibilities of passing 
the tax on to others, so that in their case the turnover tax is 
practically equivalent to a supplementary direct charge upon 
their gross earnings. 


Although proposals for a- reform of company legislation, 
based upon the principle of an increased personal responsibility, 
have been repeatedly introduced, they have not so far been 
adopted, and this for the reason that it was deemed unwise to 
proceed with undue precipitancy. The previously introduced 
reforms were inspired by the Liberalistic principle of granting 
individual shareholders as much influence upon the conduct of 
the company as possible; but they have now been revoked. The 
work of reform must start again from the very bottom. The 
fundamental principle underlying Germany’s labour legislation, 
viz., that of holding the employer responsible for the working 
of the undertaking and demanding loyalty from the employees, 
must also be applied to company legislation. 


The present dislike felt for anonymous companies is partly 
justified in view of past experience. An employer who is to be 
genuinely responsible for the undertaking must not refuse to 


16 


make himself personally liable. Thus, the general aim must be 
to ensure that every independent undertaking is to be organised 
as a proprietary firm or a partnership. 

On the other hand, however, it would be a mistake to ignore 

the importance of joint-stock companies to the sound function- 
ing of the body economic. Germany’s national economy, in its 
present form, can only make further progress on condition that 
the national savings are not only invested in claims (i.e., fixed- 
interest-bearing bonds), but also in participations (i.e., shares 
entitled to receive part of the profits made). An undertaking 
handicapped by an excessive indebtedness in the shape of bonds 
or debentures is forced to close down as soon as its earnings 
fail to provide the necessary money for the payment of interest. 
If, on the other hand, the undertaking is of the joint-stock 
character, it will be possible to carry it on even when no net 
profits are made, because the shareholders’ interests are identical 
with those of the undertaking “for better or worse.” It is due 
to this feature that the risks that have to be run in times when 
business is bad can be borne by the undertakings themselves 
instead of having to be financed by the taxpayer. 

It has already been indicated that it is indispensable for the Leah ih 

successful operation of the home market programme to ensure Economy 
that it is conducted along uniform lines throughout or, in other 
words, that the principle of uniformity is applied to national 
economy as a whole. There must be no room for a policy 
promoting the interests of one section at the expense of another. 
In order to make this possible, not only for the present, but 
also for the future, it has been necessary to organise the entire 
body economic in a manner that will guarantee the smooth 
cooperation of all, but to refrain from any attempt at over- 
organisation. 

This organising scheme was initiated by the setting-up of apt Ws | 
bodies representing the principal economic categories, i.¢., in~ of National 
dustry, commerce, handicraft, and the remaining ones, and was Economy 
completed towards the close of the year by the arrangements 
made for the creation of the regional groups. In respect of this 
latter item, some important functions will have to be exercised 
by the Chambers of Industry and Commerce. They will con- 
tinue to be what they have always been, ie., the guardians of 
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the ‘economic activities carried on within their respective 
districts. Their work is organised on the basis of self-ad- 
ministration and on the principle of subordinating individual 
interests to the general welfare. Hence, the tasks entrusted to 
them are truly National Socialistic in their character and will 
be carried out in conformity with the comprehensive guiding 
lines laid down by the Leader. Within their districts the Cham- 
bers of Commerce will collaborate with the Chambers of Handi- 
craft and the regional industrial organisations. They are expected 
to reconcile conflicting interests and, above all, to ensure that 
the economic life within their districts is carried on on uniform 
lines. 

The coordination of all industries is a process which will 
profoundly affect the economic development of the German 
people not only now, but also in future ages. The important 
point is that the economic policy of the future will not be guided 
by the wishes expressed by individual interests nor be pursued 
for its own sake, but that there will only be one single economic 
policy, ie., that of the National Government. 

One of the principal tasks that will have to be jointly Aiale® 
taken by the Government and by the.economic organisations 
is that of controlling the price situation. It is in this domain 
that mutual cooperation, augmented still further by that of the 
National Socialist party organisation, can be particularly bene- 
ficial. The speedy revival of the home market has led to in- 
creased prices in a number of industries — a movement which 
commenced in. 1933 in some of them and assumed larger 
dimensions in. the spring of 1934 and thereafter. A variety of 
circumstances combined to bring about this development. One 
of them was the increased demand for all goods for production 
due to the great road-building and internal-colonisation schemes 
of the Government, with the result that the prices of some 
building materials underwent a considerable rise. In addition, 
there was an increased demand for goods for consumption caused 
by the provision of work for many persons until then un- 
employed and by .the gradual increase in the volume of the 
national income, the effect of which was a higher turnover figure 
in some industries turning out goods for consumption. Large 
sections. of the. public had been unable to make the necessary 
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purchases in the course of the preceding years, but'as they were 
now in a position to do so, a special stimulus was given to the 
industries concerned. The third reason for the rise in prices 
was a certain nervousness on the part of the public — which 
became first notable in the summer months of 1934, but has 
subsided since then — regarding the apparent menace to the 
country’s supply of raw materials. This purely sentimental 
reason affected the price movement far more effectively than 
the actual increase in the prices of some foreign raw materials 
which had meanwhile occurred, due principally to the un- 
certainty prevailing in connection with the future allotment of 
foreign exchange. Generally speaking, the higher prices payable 
for raw materials were of relatively slight inportance to the 
price development as a whole, because in the majority of 
instances the cost of the raw materials represents only a small 
part of the cost of the finished articles. All these tendencies 
were still further supplemented by the fact that the manufactur- 
ing industries — the same as agriculture — had been forced for 
a considerable time past to be satisfied with prices which resulted 
in no profit at all or were otherwise unremunerative, so that 
there were instances here and there of farmers desiring to com- 
pensate themselves for their losses now that a chance of doing 
so presented itself. | 

As far as the Government was concerned, its chief concern 
was to prevent the rise in prices from assuming unjustified pro- 
portions, and this for three reasons. Firstly, Germany can only 
hope to successfully compete with her rivals in the world’s 
markets so long as the price level at home does not rise too 
much. This remark applies, of course, to the finishing industries 
with particular force, as they cannot afford to pay higher prices 
for the necessary raw materials if they are to retain their com- 
petitive capacity. Secondly, the Government programme for the 
home market is based upon the necessity for ensuring progress 
along quantitative lines. If unemployment is to be successfully 
overcome, there must be increased turnovers all round. Thirdly 
— and this is the most important aspect of the matter in so 
far as the bulk of the nation is concerned — the national income 
has not yet reached a level that will enable the broad masses to 
put up with a considerable increase in prices. This applies, 
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more especially, to large sections of the inhabitants of the 
country’s big towns and cities. The Government will have to 
see to it that prices do not go up any more and that every 
precaution is taken to prevent in good time any irregularities in 
this respect. It will be the special task of the economic organi- 
sations to cooperate with the Government in this domain by a 
large measure of self-control. Besides, it will be necessary to 
promote the export trade, so that there may not be a shortage 
of the indispensable raw materials, because increased offerings 
are far more effective in preventing a speculative rise in prices 
than any kind of administrative measures. 

In previous years it was regarded as inevitable that the 
interests of the employers were always opposed to those of the 
employees; and although such opposition was by no means the 
general rule, everything was done to augment it by artificial 
means. This view has been definitely shattered by the setting- 
up of a system of uniform direction, just as the policy of con- 
flicting interests between the various branches of national 
economy has been brought to an end by the same means. The 
appointment of Trustees of Labour and the definite organisation 
of the German Labour Front will produce effects that will be 
felt for a long time to come and will introduce a new era. All 
these measures constitute the framework intended to give ex- 
pression to the desire for constructive work animating the whole 
nation. The legislator, however, can only hope for success on 
condition that the people themselves are willing to collaborate 
with him; but at the close of the year it can be said that much has been 
accomplished and that employeres and employers are inspired by an 
honest determination to understand one another now and in future. 


This brief summary of the principal economic happenings 
of 1934 -— which will be supplemented by a detailed account of 
some features that are of particular importance to the economic 
life of Hamburg — cannot be concluded without reference being 
made to the Government’s firm determination to effect the all- 
round reconstruction of the country’s economic life, both at 
home and in respect of its relations with other countries. Every 
action undertaken by the Government bears the stamp of its resolute 
desire to enable the German people to overcome the evil effects 
of unemployment and internal disunion through their own efforts. 
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II. 
Economic Conditions in Hamburg. 


One of the most important events of 1934 not only to Hamburg and 
Hamburg alone, but to Germany’s foreign trade as a whole, was ce reat 
the introduction of Dr. Schacht’s “New Deal” and the complete 
reorganisation of the import trade, which forms part of it. The 
“New Deal” is the inevitable outcome of the development of 
Germany’s balance of payments during the past eighteen 
months. In 1931 and even in the early part of 1932 her export 
surplus was not only large enough to pay for her imports and 
part of the interest on her private foreign indebtedness, but 
also to redeem part of those debts. Commencing, however, 
early in 1933, it started to decrease at a constantly growing 
pace. In 1932 it had been mainly due to the fact that the prices 
of foreign raw materials were very low compared with those 
obtainable for German manufactured articles that Germany had 
still been able to achieve an export surplus at all; but this 
situation underwent a change towards the close of that year. 
The sharp declines in the prices of raw materials came to a 
stop, whilst the prices obtainable for German manufactured 
articles abroad decreased more and more, because the com- 
petition of the other great industrial countries in the world’s 
markets became increasingly keen. The first consequence of the 
diminution of the export surplus was that special measures had 
to be introduced in order to maintain intact the service of the 
foreign debt, whereas the country’s foreign trade itself was not 
at that time effected by the altered position. It was not until 
— towards the close of 1933 — the surplus had dropped to a 
mere fraction of what it used to be and until — commencing 
early in 1934 — it was actually replaced by an import surplus 
that the development began to exercise its effect upon the 
Government’s trade policy itself. By the early part of 1934 
it had become apparent that it was no longer possible to master 
the situation without a comprehensive supervision of imports, 
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as all the attempts previously made to promote exports had 
proved unsuccessful because of the diminished purchasing 
capacity of the public, the disorganisation of foreign trade, and 
the price levels ruling in the world’s markets. 

A first step in that direction was the establishment of a few 
offices for the control of the importation of some particularly 
important raw materials, it having been found that there was a 
considerable expansion of the trade in them, due — no doubt 
— to the first signs of the revival of the home market towards 
the close of 1933. As regard had to be taken to the future 
development of the country’s balance of trade, it was necessary 
to proceed along systematic lines, in order to prevent excessive 
imports of some raw materials from making it impossible to 
import sufficient quantities of others. The first few of these 
offices commenced their activities in the spring of 1954. 

It was discovered very soon, however, that no material change 
in the general position could be effected by a small number of 
superintending offices. The balance of trade remained passive, 
and the Reichsbank was compelled to curtail successively the 
foreign-exchange quotas allotted to importers, until the rate 
was reduced to the low level of 5 % in July 1934. At the same 
time the elasticity of the import trade was increasingly diminished 
by means of a series of special provisions, mainly those 
making it compulsory to apply for import permits and by others 
regulating consumption and ascertaining the available stocks. 

Even these measures, however, failed to bring about a decisive 
change in the trend of development. For reasons connected. with 
the existing Clearing agreements and commented upon else- 
where in this Report, imports of raw materials did not go down, 
and there was even a rise in those of certain finished products. 
This, of course, was contrary to the objects aimed at by the 
establishment of supervision; and there was a danger that the 
development would lead to an increase in imports generally, 
calculated on an ad valorem basis, and that the Governments’s 
schemes for the provision of additional employment would 
come to grief. If increasing quantities of foreign finished 
products were imported, a menace would confront those in- 
dustries which convert foreign raw materials into manufactured 
articles, and these belong to the most important ones carried 
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on in the country. Indeed, the importation of foreign finished 
products in the summer months of 1934 exceeded the corres- 
ponding figure for 1933 by some 20 or 25 %. Their value in 
September 1934, for instance, was 75,000,000 rm, as against 
58,000,000 rm in September 1933. In view of the fact that 
imports were curtailed as much as possible in every other 
domain, this development was not without its significance. 

In the course of the summer of 1934 it was found that the 
number of supervising offices established by that time was 
insufficient to bring about the systematic direction of the import 
trade. Accordingly, the Government put into operation its 
“New Deal,’ which — in fact — constitutes the extension of the 
system of supervision to all raw materials and, beyond that, 
to imports altogether. The provisions dealing with imports 
were combined with measures intended to promote exports by 
facilitating and simplifying compensation transactions and a 
special type of raw material credit transactions and with others 
regulating the system of “additional exports.” Thus, the “New 
Deal” may be said to ANS to the pole field of Germany’s 
foreign trade. 

The immediately important  aHtects produced by all these 
measures are those upon the import situation. Although foreign 
exchange was subject to supervision in consequence of the policy 
adopted between 1931 and 1934, the principle of allowing:a free 
hand to importers was not actually abolished by it. That prin- 
ciple, however, has now been replaced by the control of the 
Government. Up to now, importers were still in a position to 
utilise the foreign exchange allotted to them for transactions 
completed at some future date, subject — of course — to the 
limitations imposed by the foreign-exchange regulations, and to 
do so at their own responsibility. Instead of that, they are now 
obliged to apply to the supervising office concerned for a permit 
to pay before they are allowed to import any article into the 
area of the German customs union. 

The basic principles of the “New Deal” — made necessary, 
as already stated, by the development of the whole situation — 
will be firmly applied. It would serve no purpose to.devise any 
schemes conflicting with them. Nevertheless, ways and means 
must be discovered as time goes on by which the requirements 
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of the import trade can be made to harmonise better with the 
regulations that came into operation on September 24th, 1934. 
The “New Deal” is by no means intended to eliminate regular 
import transactions altogether. This Chamber has therefore 
endeavoured to ensure that the detailed provisions of the “New 
Deal” will enable importers to continue their activities in con- 
formity with the principles outlined above. 

Among all the problems that have arisen in connection with 
the “New Deal,” there is one to which particular importance 
must be assigned, i.e., that of enabling the Free Port and the 
transit trade to continue their functions under the new economic 
régime. As to the Hanseatic cities, the transit business in the 
widest sense of the term — i.e., transit trade, transit traffic, 
the business in articles that have been subject to further treat- 
ment after their importation, and such treatment itself as carried 
out in the Free Port — has always been of vital importance to 
them. The three subdivisions of foreign trade, i.e., the export, 
import, and transit (or re-export) trades, are intimately connect- 
ed with one another; and none of them can be imagined to 
flourish without the other two. The first step in the establish- 
ment of a German export trade with a foreign market has often 
been the sale of non-German commodities in that market 
through a German merchant acting as an intermediary, thus 
laying the foundations of direct trade between Germany and 
the country in question. Thus, a connection was formed between 
German merchants and foreign purchasers; and this connection 
constituted the nucleus of the subsequent sale of German 
products in that market. The close interdependence of the 
transit trade and the export business accounts for the great 
importance of the former to the country’s national economy, — 
an importance further enhanced by the possibility of extending 
the existing markets by means of that, trade. One of the principal 
reasons to which the prominent position of Hamburg as an 
international market is attributable is that she has always cul- 
tivated a large transit trade. This made her an important 
emporium for the storage of goods; and although it is of 
frequent occurrence that the commodities with which the 
transit transactions are concerned do not even pass through 
Hamburg or, if the do, only by way of being transhipped there, 
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there are numerous others which make it necessary to have the 
merchandise stored for a time in the area of the Free Port. It 
is unnecessary to stress the importance of this factor to the 
shipping business. Finally, the transit trade has caused a number 
of industries engaged in converting the imported products into 
finished articles to settle in the Free Port, thus providing 
numerous opportunities for the employment of labour. The 
importance of the Hanseatic transit trade to the German balance 
of payments can hardly be expressed in terms of actual statistics; 
and it should also be remembered in this connection that it is 
a valuable source of the Reichsbank’s supply of foreign exchange. 

Four qualifications are essential to those engaged in the 
transit trade, viz., the possession of a sound knowledge of all 
kinds of merchandise; personal relations with merchants abroad; 
a certain amount of elbow room, and — above all — the 
possession of foreign exchange. No transit business can be 
imagined to exist without a working capital in foreign currency. 
It is exceedingly difficult to make suggestions as to the method 
of properly linking up the transit trade with the provisions of 
the “New Deal,” as any such suggestions are likely to clash 
with the latter; but the problem must be solved nevertheless. 
The transit trade is carried on along lines of its own and must 
therefore be regarded as a separate section of Germany’s 
national economies. The suggestions repeatedly submitted by 
this Chamber have been framed in accordance with considera- 
tions such as these. 

Germany’s imports of raw materials, calculated on an ad 
valorem basis, were scarcely larger in 1933 than they had been 
in 1932. In some respects there had been a rise in the quantities 
of the imported goods; but such rise was nearly everywhere 
counterbalanced by lower raw-material prices. In 1934, however, 
the value of the imported raw materials underwent a not 
unconsiderable increase, the maximum figure of 253,000,000 rm 
being recorded in April. The monthly average for 1933 was 
only 202,000,000 rm. Commencing early in May, a retrograde 
development — attributable to the causes already indicated 
above — set in, the pace of which was accelerated in October, 
during which month the value of the imported raw materials 


(186,000,000 rm) reached the lowest level so far attained. 
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The foregoing figures show that, up to the middle of spring, 
the home-market situation made it necessary to spend con- 
siderably increased amounts on foreign raw materials. In those 
months there was a real danger of the Reichsbank finding it- 
self confronted with serious difficulties regarding the allotment 
of foreign exchange in the event of a further increase in such 
imports; but this danger has now been removed by the intro- 
duction of the “New Deal.” 

If we study the development of the import trade in the more 
important raw materials as regards the quantity figures, we find 
that there are certain differences with respect to the details. 
There was a slight decline — compared with 1933 — in the 
volume of imported wool and cotton; but there were large 
increases in that of timber, rubber, iron ores, and copper ores. 

The changes were less marked in the category of foodstuffs, 
stimulants, spices, etc. During the first ten months of 1934 the 
imports of coffee, fruit from southern countries, other kinds 
of fresh fruit, vegetables, eggs, meat and bacon retained about 
the same level as in the corresponding period of 1933. The 
only exception is lard, the imports of which underwent a very 
considerable decrease owing to the measures adopted by the 
Government, viz., from 63,000 tons in the first ten months of 
1933 to 36,000 tons in the same period of 1934. 

The question of raw-material supplies gave rise to a certain 
amount of nervousness in Germany in the course of 1934. Owing 
to the development of the foreign-exchange position, a fear grew 
up early in the year that these supplies would be in danger of 
being insufficient for the country’s needs after the lapse of a 
relatively short period of time, with the result that manufacturers 
made larger purchases of foreign raw materials during the first 
few months of the year than they normally do. It is difficult 
to state in detail how far these fears. were actually justified by 
the position of the individual industries; but the general im- 
pression is that the difficulties have been exaggerated and that 
there are certainly sufficiently large quantities to satisfy the 
needs of manufacturers for several months to come, so that there 
is no cause for anxiety on that score. It is still an open 
question, of course, what the position of the country’s raw-_ 
material supply will be next spring, more especially in view 
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of the seasonal increase in economic activities that may be 
expected to take place at that time. Even though it is true that 
the details of the supervision of imports established by 
Dr. Schacht’s “New Deal” cannot easily be made to harmonise 
with practical requirements, it is equally true that the great 
danger confronting the economic life of Germany early in 1934 
— viz., that of a stop being put to the revival of the home 
market through a shortage of raw materials — has been safely 
overcome. 

A matter that occupied the attention of a considerable number 
of German industries during 1934 was that of the replacement 
of foreign raw materials by substitutes produced at home with 
the aid of newly discovered processes. The contraction of the 
volume of imported raw materials made obligatory by the 
attitude taken up by other countries was bound to give rise to 
a number of suggestions in that direction, originating with the 
manufacturers themselves as well as with the Government. 

There can be no doubt that the development of new processes 
will be actively pushed forward if the other countries, notably 
the large creditor countries, consistently fail to purchase as 
many German goods as is necessary to enable Germany to pay 
for the imported raw materials and to perform the foreign-debt 
service. If she were forced to discontinue her large purchases of 
such materials, this would be another serious blow to the 
national economies of numerous countries and would tend to 
prolong the trade depression for an indefinite period. 

During the first ten months of 1934 the average monthly totals 
of Germany’s exports — calculated on an ad valorem basis — 
were 15 % lower than they were a twelvemonth earlier. As the 
monthly average has now gone down to 350,000,000 rm, it is 
barely one-third of what it was in 1929, when the figure stood 
at 1,123,000,000 rm. Two developments are reflected by these 
figures — first, the great decline in commoditiy prices in the 
world’s markets, which compelled the German exporting 
industry to reduce its price level to an exceedingly far-reaching 
extent, and second, the contraction of the volume of exports, 
which — although not on a par with the ad valorem decline — 
assumed very large proportions nevertheless in the course of 
the past four years. Compared with 1935, the volume of exports 
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has continued to shrink in respect of certain goods, whilst in 
respect of others a slight increase can now be recorded. The 
decrease has been especially marked in the exportation of 
leather, boots and shoes, and textile fabrics, whilst it was not 
quite so serious in respect of some other goods for consumption, 
such as glassware, wooden goods, furs, and certain chemical 
products. The exportation of some goods for production, on 
the other hand, went up, more particularly that of iron bars and 
profiles, sheet iron, and wire. The sales of power-drawn 
vehicles, too, made satisfactory progress. This part of the 
development is especially interesting for the reason that in 1933 
the exportation of goods for consumption was less affected by 
the decrease, whilst that of goods for production underwent a 
particularly notable decline. The fact that this time the reverse 
development has taken place is presumably attributable — 
among other causes — to the slight revival of the home markets 
of some countries, which — in its turn — necessitated larger 
purchases of goods for production. 

Notwithstanding these circumstances, however, the present 
volume of the export trade has attained an extremely low level. 
Thus, for example, whilst 22,500 tons of cotton fabrics were 
exported during the first ten months of 1931, the number 
dropped to 10,000 tons in 1934. During the same interval leather 
exports decreased from 12,500 tons to 5200 tons and the exports 
of paper and paper goods from 468,700 tons to 238,200 tons. 
(In this connection it should be remembered that a comparison 
of the exported quantities does not necessarily result in a 
correct view of the situation, because the export figures for the 
various categories are likewise subject to considerable changes 
in different years.) The export trade in dyes and chemical 
products has developed — Sena speaking — along satis- 
factory lines. 

The decline of the export trade in 1934 has been attributed in 
some quarters to the Clearing and payment agreements con- 
cluded in the course of the year, and these are blamed for not 
leading to the desired results. Such agreements have been con- 
cluded with Belgium, Finland, France, the United Kingdom (this 
agreement has meanwhile been modified), Italy, the Nether- 
lands, Norway, Portugal, Sweden, Czechoslovakia, the Argen- 
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tine, Spain, and Hungary. Apart from them, a certain number 
of agreements have been concluded between the Reichsbank 
and the banks of issue of certain foreign countries, viz., Austria, 
Bulgaria, Denmark, Esthonia, Greece, Jugoslavia, Latvia, 
Roumania, and Turkey, embodying the principle of the ex- 
clusion of payments in the currencies of countries other than the 
two contracting partners. It is impossible to trace a uniform 
line of development by making comparisons relative to Ger- 
many’s intercourse with these various countries and by inter- 
preting it in the light of the agreements by now concluded. 
Some of the countries with which such agreements have been 
concluded, e.g., Sweden, purchased more German commo- 
dities in 1934 than they did in 1933, whilst there are others — 
e.g., Belgium, France, and the Netherlands — that purchased 
considerably less. As to the United Kingdom, the level of 
German exports to that country has been generally maintained, 
whilst British exports to Germany were approximately 10 % 
less than in 1933. It is evident, therefore, that a definite opinion 
concerning the value of Clearing and payment agreements can- 
not yet be formulated, this being partly due to the fact that it 
is still too early to gauge the effect of the “New Deal” upon 
the working of the agreements. On the other hand, the 
regulations governing the import trade (which form part of the 
“New Deal’) have certainly made it possible to remove a 
number of drawbacks resulting from the agreements concluded 
with other countries. 

The principle common to all these agreements is that the 
settlement of all accounts must be effected in the currencies of 
the two countries concerned and that all other currencies are 
eliminated. Dates are fixed at which the items on both sides 
of the balance must equal one another, which may be effected 
by the supply of commodities, by the payment of interest, by 
the repayment of debts, and by other payments specially 
approved of by the two contracting parties. Thus, the effects 
of the agreements are of a levelling character. [The mutual inter- 
change of commodities is assured by them up to a certain 
extent, but the solution of the problem of international in- 
debtedness is rendered enormously more difficult than it would 
otherwise be. 
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Germany is therefore justified in drawing the attention of the 
creditor countries to the fact that she cannot perform her debt 
service unless they buy a sufficient quantity of German-made 
articles. She is only too willing to pay back her debts to the 
big industrial countries by the increased exportation of 
merchandise. No one, however, would expect that — for 
example — the United States should neglect her own industries 
(the very source of her power and prosperity) merely for the 
purpose of enabling Germany to repay her debts to her by 
exporting exactly the same goods which are manufactured in 
the United States also. It is due to a position such as this that 
the problem of the debts owed to the latter country by the 
European industrial countries has become so impossible of 
solution. Notwithstanding this, however, it is almost incom- 
prehensible that it took so very long to bring about the general 
recognition of this fact. 

Clearing agreements could not very well be dispensed with 
altogether, because they were at least instrumental in ensuring 
the continuance of commercial intercourse between the contract- 
ing parties. [hey led, however, to two results that were subject 
to objection. In the first place, there was practically no check 
on the importation of goods from countries with which such 
agreements had been concluded, because payment for them could 
be made without resort to the machinery of foreign-exchange 
control. Hence, a number of commodities were imported that 
were not only not necessary for the continued progress of the 
home-market revival, but even tended to retard it. It is partly 
due to this circumstance that imports of finished products went 
up, whilst at times there was not even a sufficient amount of 
foreign exchange to pay for the importation of the indispensable 
raw materials. In the second place, a good many import trans- 
actions were carried out without payment for them being 
guaranteed, i.e., commodities were imported without regard to 
the possibility or otherwise of Clearing facilities or to the stock 
of foreign exchange available for the trade intercourse with the 
countries concerned. Such a development was contrary to 
Germany’s determination to refrain from augmenting her foreign 
indebtedness, and it also gave rise to difficulties in respect of 
Germany’s trade with those countries which were at the same 
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time her creditors. The consequence of importing increased 
quantities of merchandise from them was that the interest pay- 
ments made to them were no longer adequate. As regards 
Germany, her attitude towards the agreements is exclusively 
determined by two considerations. First, it must be investigated 
whether they really tend to maintain her export trade at its 
present level and possibly to increase the volume of it, or 
whether the opposite effect is produced by them. Second, it 
must be ascertained whether the agreements guarantee the con- 
tinued importation of those products which Germany needs or 
whether they lead to the importation of goods which are neither 
necessary nor desirable for her economic progress. 


Both questions are closely linked up with one another; and 
as matters stand at present, it is not easy to give satisfactory 
answers to them. All that can be said is that the problem of 
increasing the turnovers can be solved as regards most of the 
the countries concerned if both parties are anxious to do so and 
if the agreements are suitably drawn up and — where necessary 
— modified. It is impossible to draw up a general scheme to 
which all these agreements should rigorously conform. A large 
measure of elasticity is indispensable, as the conditions are 
different in every single instance. Whenever the two contracting 
parties supplement each other as to their respective production 
and consumption requirements, it will — of course — be easier 
to bring about a rise in the turnover. Such a result, too, can be 
largely achieved in respect of the majority of countries if both 
parties are anxious to do so. All that is necessary to prove the 
truth of this statement is to bear in mind the fact that Germany 
has succeeded in buying a much larger percentage than formerly 
of the raw materials she needs from those countries which are 
at the same time buyers of German commodities. 


It should be emphasised in this connection that the really 
important factor is not to adhere too closely to the principles 
embodied by the Clearing agreements so far concluded, but 
rather to properly appreciate and utilise the principle of recipro- 
city. Every Clearing agreement is at the same time a reciprocity 
agreement, as is demonstrated by its whole structure; but the 
reverse need not always. be true. Whilst Clearing agreements 
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largely exclude payment by foreign exchange, reciprocity agree- 
ments do not necessarily do so; but although there is this 
technical difference between the two categories, both of them 
are intended — and this is the vitally important point — to 
promote commercial intercourse between the two partners. The 
principle of the most-favoured-nation treatment was founded on 
the theory of an international division of labour and on that 
of an unfettered trade between the various countries. Owing, 
however, to the mistaken policy pursued by the big creditor 
countries, it has now lost all its meaning. 

The Anglo-German agreement concluded November Ist, 1934, 
modifies some of the principles embodied with the agreements 
previously concluded and makes it again possible to effect 
foreign-exchange payments, but is a reciprocity agreement all 
the same. The imports of British goods into Germany are paid 
for by means of foreign exchange obtained from the exportation 
of German goods to Great Britain, inasmuch as a certain per- 
centage of this amount of foreign exchange is made available for 
the payment of the British imports, whilst another percentage of 
it is applied to the liquidation of debts. 

The recognition of the fact that a rigorously applied Clearing 
system as between the two countries is unsuitable for their 
needs, has caused a different system to develop in course of 
time, which — apart from the individual compensation trans- 
actions — operates by means of the so-called “Foreigners’ special 
accounts for payments at home.” The importance of this system 
is that the task of establishing the absolutely necessary adjust- 
ment has been entrusted to business men themselves, who are 
therefore required to exert the whole of their influence to ensure 
that the exports are sufficient to pay for the imports. 

The Chamber of Commerce is fully aware that every system 
of international Clearing applied so far is bound to be ac- 
companied by some features which are exceedingly detrimental 
to foreign trade, more especially in so far as safe calculations 
are concerned. Notwithstanding this, the Chamber is convinced 
that at the present state of development there is no alternative 
to the continuance of the method once decided upon. Still, one 
of the most important tasks to be performed during the ensuing 
year will be to consolidate the position in this domain also. 
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Such consolidation — however — must necessarily be postponed 
until, thanks to the common efforts of all concerned, the cur- 
rency problems have been definitely disposed of. 

The development of the foreign-trade situation in 1934 con- 
fronted this Chamber with a number of tasks. It has collabor- 
ated in the extension of the exchange-control system and stressed 
the functions that have to be attended to by the import, export 
and re-export trades of the Hanseatic cities. A large scope for 
exercising the Chamber’s activities was afforded by the system 
of compensation transactions. The consulting office which it 
had already established to this end in 1931 was further extended 
in 1934 and it was constantly endeavouring to create additional 
facilities for the Hamburg merchants and to discover new 
possibilities. Ihe Chamber realised that the difficulties in the 
way of concluding compensation transactions must be particul- 
arly serious in the case of small exporters and importers and 
that its main function in this field must be to render them all 
the assistance it can. In addition, the Chamber was fully 
occupied throughout 1934 in giving advice on all the other 
matters regarding foreign exchange and foreign trade, notably 
on all questions affecting the promotion of the export trade. 
Finally, the Chamber cooperated in the steps taken to extend 
the system of raw-material control and kept in constant touch 
with the supervising offices. 

The maintenance of intimate collaboration between the export Cooperation 

; : : , : : between 

trade and the exporting industries is a subject to which the commerce and 
Chamber devoted particular attention in 1934. This object was dustry 
intended to be promoted by the Foreign Trade Congress held 
in Hamburg in the spring of 1934, by the participation of 
Hamburg and Bremen in the 1934 Autumn Fair in Leipzig, by 
the closer cooperation between the Hanseatic cities and the 
organisers of the Leipzig Fairs in questions of foreign commerce 
resulting from it, and by the meeting between Thuringian 
manufacturers and Hamburg exporters in the autumn of 1934. 
In all these efforts the Chamber was guided by its conviction 
that the question whether cooperation between the exporting 
industries and the export trade was at all desirable or not had 
long been answered in the affirmative. The development of 
Germany’s foreign commerce in the past three years has been 
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such that all that is necessary is to come to agreement concerning 
the details of cooperation so as to attain the maximum of success 
and to maintain intact and to improve the present position of 
the country’s export trade. 

The same object was also intended to be served by the 
Chamber’s endeavours to establish the closest possible cooper- 
ation between itself and the associations representing the various 
branches of the city’s foreign trade. Beyond that, it has con- 
tinued to develop still further the relations existing between 
itself and the economic federations in the domain of commerce 
and industry. 

As the country’s import trade, calculated on a quantity basis, 
attained a larger volume in 1934 than in the preceding twelve- 
month and as its export trade, calculated on the same basis, had 
decreased not so very considerably during that period, it may 
be inferred that the activities of the port of Hamburg were not less 
than they had been in 1933. Its incoming sea-~borne merchandise 
traffic underwent a slight improvement, whilst in the opposite 
direction there was a decline compared with 1933. The com- 
petition to which the German North Sea ports were subjected 
on the part of Rotterdam, Amsterdam and Antwerp continued 
extremely keen in 1934; and it must be pointed out in this 
context that the movement of ships in the three ports just named 
was characterised by a considerable increase during the year, 
notably in the case of Rotterdam. Everything should be done 
to promote the interests of Germany’s transit trade, as this will 
tend to re-establish the position of Hamburg as an inter- 
national storage and transhipment centre. 

It is also expected that a reduction of the coal freights in the 
coastal traffic combined with a modification of the price policy 
pursued by the Coal Syndicate will improve the port of 
Hamburg in the bunker business. 

This account of the conditions prevailing in the seaport cities 
shows that the year 1934 has scarcely witnessed an improve- 
ment in the position of the shipping trade of Hamburg in parti- 
cular or that of Germany in general. The German shipping 
business continues to suffer from the competition of those 
countries which have devaluated their currencies and which 
adhere to the principle of Government subsidies. To a certain 
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extent this handicap has been diminished by the financial aid 
granted to owners by the German Government to offset their 
currency losses. It must be emphatically stated in this con- 
nection that such aid has nothing to do with a policy of sub- 
sidisation, but merely represents an attempt to counteract some 
of the effects produced by currency depreciation abroad and 
that without such a measure it would be absolutely impossible 
for German owners to endure the competition of those of their 
foreign rivals who carry on their operations on the basis of 
depreciated currencies. 

For part of the laid-up German tonnage employment has 
been found again, whilst a fair percentage of the remainder has 
been broken up. No genuine improvement, however, can be 
looked forward to so long as there is no decided rise in the 
volume of the country’s foreign commerce. It remains to be 
seen whether the international attempts to remove the present 
obstacles to such an improvement will lead to the hoped-for 
result. The endeavours made in this direction have been con- 
tinued throughout the year; but so far there are no indications 
of the likelihood of an understanding being reached. 

As regards matters of organisation, the work accomplished 
during the year has not been unsuccessful, inasmuch as the 
efforts at a decentralisation of the big shipping companies 
have made further progress. The chief result hitherto achieved 
is the transfer to the Hamburg & South American S. S. Co. 
of the services between Hamburg and the East Coast of South 
America which were up to recently operated by the Hamburg- 
American Line and the North German Lloyd. Similarly, the 
vessels of the two companies operated in the services to and 
from African ports have been transferred to the German 
African Lines. The work of restoring the independent status of 
the Levant Line is under way, and the severance of various other 
services has already been accomplished. 

A development which has been very helpful to German ship- 
ping and to Germany’s foreign trade all round is the notable 
increase in the readiness of the public in the hinterland of the 
seaport cities to appreciate the importance of trade and ship- 
ping. This result is mainly due to the vigorous efforts of the 
National Government for the promotion of the country’s 
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foreign trade and shipping. In like manner, the Hamburg State 
Government — in conjunction with the Senates of Bremen and 
Lubeck — has endeavoured to increase as far as possible the 
work of making propaganda for Germany’s foreign commerce. 

In the domain of the inland-waterway transportation business, 
the regulations drawn up by the Government with a view to 
assisting owners to overcome the economic depression have now 
all been issued. As regards the River Elbe, this administrative 
work has been brought to a conclusion by creating the Elbe- 
Reedereien- Vereinigung von 1934, which was placed under the 
direction and supervision of the Hamburg Senate by means of 
a ceremonal act held in the Hamburg town-hall on February Ist, 
1934. The federation comprises owners as well as freighters and 
extends to all the transportation services operated on the River 
Elbe. The work of creating the federation would have been 
impossible of accomplishment without first grouping together 
the numerous small owners in semi-public associations. 

At the same time the organisation of the inland-waterway 
transportation business was brought to a conclusion, as far as 
its essential features are concerned. The amalgamation of the 
local and district associations so as to form larger units, each 
one for a particular river, was effected — in so far as the River 
Elbe is concerned — by founding the Verein zur Wahrung der 
Elbeschiffahrtsinteressen, domiciled in Hamburg. 

As to the Elbe shipping business, it has been unusually 
unsatisfactory during the past year. The disastrous water con- 
ditions have convinced the Government that the radical im- 
provement of the navigable channel of the Elbe can no longer 
be delayed. Its delegate at the 1954 Elbe Shipping Congress 
held at Magdeburg, therefore, stated that — commencing in 
1935 — the sum of 25,000,000 rm per annum would be assigned 
by the Government to the work concerned for a period of 
five years. 

Thus, the low-water regulation of the Elbe has at long last 
been decided upon, and the aim pursued by the Chamber for 
many a year — in the end with the collaboration of the Elbe- 
bund — is now approaching its realisation. 

As regards the Chamber’s activities in the domain of traffic, 
a considerable amount of attention was devoted to the great 
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problems of rail versus road, the building of national auto- 
mobile roads, and the Government’s policy concerning seaport 
freight rates. The preliminary steps towards the final liquidation 
of the rail versus road problem have been advanced to such an 
extent that there is every likelihood of achieving the desired 
object, thus bringing about a uniform traffic policy and securing 
the organic incorporation of rail-less motor traffic with the 
transportation system on land. 

The extension of the network of national automobile roads 
is progressing according to plan. The real importance of the 
road from Lttbeck to Hamburg and on to Bremen will only 
become evident after its continuation — in conformity with the 
general principles underlying the country’s traffic policy — to 
the Rhenish-Westphalian industrial district, which — it is 
hoped — will be effected as soon as possible. In connection 
with the further extension of the country’s system of trans- 
portation, the plans for the Hansa Canal will continue to 
command the chief attention of all the interested parties. 

The National Minister of Economics has issued a decree by Sorueeaale : 
which a number of German stock exchanges are either dissolved the Banks 
altogether or combined with other and larger ones. The 
importance of the Hamburg Stock Exchange has considerably 
increased in recent years — a circumstance which has received 
due recognition by providing that the three exchanges of Ham- 
burg, Bremen and Liibeck will be combined under the name of 
Hanseatic Stock Exchange, the domicile of which will be in 
Hamburg. The preparatory work necessary to give effect to 
this arrangement will be completed by January Ist, 1935. The 
reorganisation of the stock exchanges coincides with the 
simplification and standardisation of the regulations governing 
all the German exchanges, these having been recently sub- 
ordinated to general supervision by the Ministry of Economics. 
The object aimed at by all these measures has been to strengthen 
the economic functions exercised by the regional divisions into 
which the whole country is subdivided. 

The development of the Hamburg banking business in 1934 
may be briefly summarised as follows: As there was a general 
desire on the part of business men during part of the year to 
ensure the supply of foreign raw materials, the demand of 
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importers for reimbursement credits underwent a temporary 
increase. At certain times the credit institutions were therefore 
handicapped in providing such credits because of the limits laid 
down by the standstill agreements. 

The Government’s exchange-control policy affected the activi- 
ties of the banks to a large extent. As the latter are charged 
with a considerable amount of responsibility for compliance 
with the regulations and as this necessitates a great deal of 
detailed investigation, the volume of work done by them has 
markedly increased. On the other hand, their earnings in con- 
nection with foreign-exchange transactions have dwindled to a 
fraction of what they used to be. 

The section of the insurance business which is of principal 
interest to a city like Hamburg is, of course, that of marine 
insurance. The 1934 development of this business, more 
especially the insurance of the hull, differs in several respects 
from that during 1933. The number of laid-up vessels, as al- 
ready stated, has diminished. In addition, part of the risks 
formerly insured against outside Germany (which business has 
never been very considerable) has been transferred to the 
German market. Thus, the risks run by underwriters in 1934 
were greater than those run in previous years, when the shrink- 
age of business all round still dominated the situation. Not- 
withstanding this, however, it is still uncertain whether the 
total premium income for the year under review will be larger 
than it was in 1933, as there are numerous instances in which 
special terms were granted to the insured owners, both in 
respect of valuations and premiums. These concessions were 
partly prompted by regard to the economic conditions, but were 
also to some extent due to mistaken views concerning the 
reasons why the marine insurance business was relatively 
favourable in 1932 and 1933. The satisfactory results achieved 
in those years are mainly attributable to the fact that no really 
big losses were incurred and that relatively satisfactory 
valuations coincided with low repair bills (the settlement of 
risks concerning the hull always requiring a number of years 
before it is completed). Thus, the favourable outcome was 
largely brought about by accidents and by the market situation. 
Both these exceptional circumstances were absent in 1934. Big 
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and medium-sized losses occurred to an extent which must be 
considered normal and for which insurers ought to be prepared 
at all times. Moreover, the repairs carried out in 1934 were in 
respect of policies issued on the basis of valuations of the hull 
which were no longer as high as formerly. On the other hand, 
the repair bills no longer contained reduced price levels such 
as existed at the time when competition among shipyards was 
at its keenest. It is therefore scarcely likely that the results of 
the marine insurance business for the year under review can be 
called satisfactory. | 


The position of the merchandise-insurance business, too, was 
less satisfactory than in 1933, the possibilities open to the 
German insurers in the way of effecting the necessary adjust- 
ment being rather imperfectly available. This defect is parti- 
cularly noticeable whenever — during a period when the 
average volume of cargo is comparatively small — fairly large 
sums are concentrated on individual ships and a loss is incurred 
in one or more of these cases. 


It was inevitable that the system of exchange control should 
confront insurers with a number of problems. Generally speak- 
ing, however, these were solved in a manner satisfactory to 
insurers and insured alike, thanks to consultations with the 
competent authorities. 


The fight against unemployment was particularly difficult in 
Hamburg — a fact which is easily explained by the develop- 
ment of the country’s foreign trade. Even thus, however, the 
statistics concerning the labour market prove that the industries 
domiciled in Hamburg are a very important factor making for 
success in this struggle. The Hamburg State Government and 
the Chamber of Commerce made every effort throughout the 
year to increase this importance and to provide opportunities 
for the Hamburg industries. 


In the majority of industries — notably in shipbuilding, the 
iron-working and non-ferrous metal industries, in the textile 
industry and in the chemical industries, considerable progress 
can be registered; and the number of unskilled workers has 
likewise gone down. That of unemployed workers in the 
building industries, on the other hand, has slightly increased 
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again, this being due to the fact that the repair work to house 
property specially encouraged by Government legislation has 
by now been completed. 

On January Ist, 1934, the Chamber of Commerce took over 
the exclusive representation of the Hamburg industries, hitherto 
jointly attended to by the Chamber of Handicraft and the 
Chamber of Commerce. The object aimed at by the rearrange- 
ment is to simplify the economic organisation and to improve 
and facilitate the endeavours for the promotion of industrial 
enterprise, the experience gained in former years having shown 
that the system of duplication has led to a number of diffi- 
culties. The transfer of the interests of industry to the Chamber 
of Commerce was carried through early in the year by mutual 
cooperation in a friendly spirit. It became then apparent that 
the line of demarcation between the bigger and the relatively 
smaller industrial undertakings (the interests of the latter con- 
tinuing to be represented by the Chamber of Handicraft) is not 
always easy to draw and that, in doing so, special regard has 
to be taken to the economic needs of the various undertakings 
and the various branches. 

The Regional Bureau for the Placing of Orders was also taken 
over by the Chamber of Commerce in the early part of the year. 
The Bureau has endeavoured to secure orders for the bigger 
industrial undertakings as well as for the handicraftsmen of 
Hamburg, working in close collaboration with the Section for 
the Provision of Labour and with the Regional Office for 
Advice on Economic Matters established by the National 
Socialist party. It has been successful in securing a number of 
important orders and thereby eased the industrial position. 

Even though it is true that, generally speaking, this position 
underwent an improvement during the year under review, the 
fact remains that there is a good deal of diversity in the in- 
dividual industries. Employmnet conditions were better in ship- 
building and its allied trades, mechanical engineering, the non- 
ferrous metal industry, considerable sections of the chemical, 
pharmaceutical and cosmetic industries, the asbestos and rubber 
industries, the oilmills, and a number of foodstuff industries; 
but there are also a good many industries in which employment 
continues to be slack. This remark applies more especially to 
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the furniture and basketware industries and to the manufacture 
op packing cases, i.e., industries comprising — in addition to 
big undertakings — numerous handicraftsmen. The Bureau 
above referred to has tried to assist these industries by inducing 
the public authorities to place their orders with them; but 
considerable difficulties were encountered in this direction 
owing to the extremely keen competition of the corresponding 
undertakings situated in other parts of Germany and to the 
relatively high cost of production incurred by those domiciled 
in Hamburg. 


Although the Hamburg industries made great efforts (which 
they were largely prompted to do by their geographical 
position) to maintain the level of their export trade, it became 
more and more obvious in the course of the year that the 
previous ratio between orders for clients abroad and those for 
clients at home underwent a pronounced change in the latter 
direction. There are now very many Hamburg industries mainly 
employed on orders received from clients at home. It will be 
imperative to ensure that the former conditions will be restored 
in future. Both the State Government and this Chamber made 
vigorous efforts during the year to induce additional under- 
takings to take up their domicile in Hamburg and gave parti- 
cular encouragement to certain individual industries. In doing 
so, they were guided by their conviction that it is necessary to 
attract those industries which are bound to benefit from the 
geographical situation of Hamburg, that is to say, industries 
specialising in goods intended for exportation and in the further 
treatment of imported raw materials. 


In this field there are doubtless numerous possibilities that 
can be exploited. Thus, the provision of opportunities for the 
industries domiciled in the Free Port is one of the principal 
tasks confronting the State Government. Besides that, it will 
be quite possible to promote the expansion of the industries 
turning out specialities, a good many of which are already 
domiciled in Hamburg. 


Finally, it is evident that much can be done to promote the 
Hamburg industries producing goods for consumption, be- 
cause the daily requirements of the population of Greater 
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Hamburg, numbering approximately 1 750 ,000 inhabitants, pro- 
vide many opportunities for doing so. : 


Whilst engaged in their various endeavours, the State Cae 
ment and the Chamber of Commerce had to bear in mind ‘the 
fact that the structure of the Hamburg industries is different 
from that of the big industrial districts of the country. The 
number of large and fairly large undertakings is but small, but 
that of small and medium-sized ones is very considerable, as is 
seen from the following figures which relate to the 2873 Ham- 
burg undertakings employing more than five workers in 1933. 


Size of undertaking No. of such undertakings 
More than 200 workers 62 
From 21 to 199 workers 635 
From 6 to 20 workers 2176 


On a rough estimate, the total number of persons employed in 
these 2873 undertakings is about 100,000 — a circumstance 
which proves that the position of Hamburg as one of the 
industrial centres of Germany is far more important than is 
usually assumed. Hamburg must see to it that this fact is made 
more widely known than it is at present, because the city’s 
industries are in a position to turn out products of first-class 
quality. The structure of the industries as indicated by the 
figures just quoted is probably one of the principal reasons 
why the importance of the city as an industrial centre is less 
known than it ought to be. The large number of small and 
medium-sized undertakings are not in possession of the publicity 
apparatus required to ensure the sale of their products over a 
large area; and there can be no doubt that this defect must be 
remedied in the near future. The State Government and this 
Chamber have endeavoured in 1934 to improve matters in this 
respect; and they will continue to do so in 1935. It is expected, 
more especially, that the exhibition to be known as the 
Nordische Jahresschau 1935 will promote the industrial interests 
of Greater Hamburg and the surrounding districts. The Cham- 
bers of Commerce domiciled in this area are already making 
the necessary preparations in so far as the sections “Industry” 
and “Commerce” are concerned. 
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An attempt has been made in the preceding section of this ated & . 
report to show what was done by the business community of Mission 
Hamburg to reduce unemployment, more particularly by pro- 
viding additional work. The question therefore suggests itself 
how far it will be possible to continue the struggle against 
unemployment by promoting the interests of the Hamburg 
industries. The necessity for adjusting everything done in this 
direction to the development that takes place in the country as 
a whole sets a certain limit to these endeavours; but within that 
limit much can be done if the methods once adopted are con- 
sistently pursued jn the future as well. 

It is fully realised in Hamburg that this is the line of action 
that will have to be followed in view of the position as it is at 
the present juncture. Notwithstanding this, however, Hamburg 
must not make the mistake of losing sight of the economic 
mission which Nature has destined her to fulfil, namely, to 
place her whole strength at the service of Germany’s foreign- 
trade interests, irrespective of the existing difficulties. This is 
the real task she is called upon to perform. A highly-developed 
foreign trade backed by German-owned branch establishments 
abroad is indispensable to a healthy German economic system. 
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MEMBERS 


OF THE CHAMBER OF COMMERCE 
SINCE 1934 


H. V. Hiibbe, Director of the Hamburg Branch of the 
Deutsch-Siidamerikanische Bank A.G., President. 

C. L. Nottebohm, of Messrs. Nottebohm & Co., 

Deputy President. 

C. C. F. Meyer, Staatsrat, of the firm of Frits Meyer, 
Deputy President. 

Oscar Traun, member of the Board of Managers, New 
York Hamburger Gummi-Waaren Compagnie, 
Deputy President. 

Dr. E. Albrecht, of the firm of Dr. Max Albrecht. 

Werner Astheimer, of the firm of Wm. Astheimer. 

Rud. Blohm, Staatsrat, of Messrs. Blohm & Voss, Kom- 
manditgesellschaft auf Aktien. 

Rolf Hans Ed. Brettschneider, of the firm of 
G. L. Gaiser. 

Joachim dela Camp, of Messrs. Markwit, Delacamp 
GanCeo: 

John Eggert, member of the Board of Managers, Ham- 
burg-Studamerikanische Dampfschifffahrtsgesellschaft. 

John T. Essberger, Staatsrat, of Messrs. John T. Ess- 
berger G. m. b. H. 

Heinrich Hartwig, of the firm of equal name. 

Rudolf Helm, of Messrs. Hansing & Co. 

A. Hitbbe, member of the Board of Managers, Dresdner 
Bank in Hamburg. 

Heinz H.E. Justus, of Messrs. Riensch & Held. 

Walter Krasemann, of Messrs. Timm & Gerstenkorn. 

Hans E. B. Kruse, of Messrs. Wiechers & Helm. 

J. B. Lassalle, of the firm of Jos. Bernhard Lassalle. 


45 


Paul L.Lorenz-Meyer, of the firm of Ernst Russ. 

Dr. Harald Mandt, member of the Board of Managers, 
Albingia Versicherungs- Aktiengesellschaft. 

Edgar Mewes, manager, Hamburg-Bergedorfer Stuhlrohr- 
fabrik von Rud. Sieverts. 

Max Morck, of the firm of equal name. 

Hermann Minchmeyer, of Messrs. Miinchmeyer & Co. 

Aug. Neuerburg, manager, Haus Neuerburg G. m. b. H. 

Dr. A. Nolte, of Messrs. Carlowit & Co. 

Max Oboussier, member of the Board of Managers, 
Hamburg- Amerika Linie. 

Hans W.Julius Peters, Staatsrat, of the firm of Conrad 
Hinrich Donner. 

Hermann Remy, of Messrs. Remy & Co. 

Robert M.G.Scheibler, of Messrs. J. Fr. Scheibler & Co. 
ina: 

Dr. Julius Schlinck, of the firm of Julius E. Schlinck. 

Moritz Schmidt-Schroder, of the firm of Chr. 
Heinr. Schmidt jr. 

Dr. Wm. Scholz, member of the Board of Managers, 
Deutsche Werft A.-G. 

H. C. Vering, of the firm of Oscar Gossler. 

Ernst Arnold Versmann, of Messrs. F. A. C. van 
der Linden & Co. | 

Herm. Weidemann, of Messrs. Schormer & Teichmann. 

Herm. Zech, of Messrs. E. Tosse & Co. 


MEMEBRS OF THE INDUSTRIAL SECTION 
OF THE CHAMBER OF COMMERCE 


Rud. Blohm, Staatsrat, of Messrs. Blohm & Voss K.G. a. A., 
President. 

Oscar Traun, member of the Board of Managers, New 
York Hamburger Gummi-Waaren Compagnie, 
Deputy President. 

Dr. E. Albrecht, of the firm of Dr. Max Albrecht. 

Edgar Mewes, manager, Hamburg-Bergedorfer Stuhlrohr- 
fabrik von Rud. Sieverts. 


Max Morck, of the firm of equal name. 

August Neuerburg, manager, Haus Neuerburg 
Gm tbsebe. 

Dr. Jul. Schlinck, of the firm of Julius E. Schlinck. 

Dr. Wm. Scholz, member of the Board of Managers, 
Deutsche Werft A.-G. 

H. C. Vering, of the firm of Oscar Gossler. 

Ernst Arnold Versmann, of Messrs. F. A. C. van 
der Linden & Co. 

PeermeZech, of Messrs: E. Tosse & Co. 

Dr. G. A. Bruhn, of the Managing Board, Guano- Werke 
A.-G. (vorm. Ohlendorff’sche & Merck’sche Werke). 

Erwin Dircks, of the Managing Board, Deutsche Maizena- 
Werke A.-G. 

Dr. Franz Eggers, manager, Ertel, Bieber & Co. G.m.b.H. 

Carl Griebsch, manager, Hansa-Metallwerk, G. m. b. H. 

Dietrich Hahn, of Messrs. Hussmann & Hahn. 

Martin Harbeck, of Messrs. Heidenreich & Harbeck. 

E. Ph. R. Heinzerling, manager, Siemens-Schuckert- 
werke A.-G., Hamburg branch. 

Theodor Hitzler, of the firm of equal name. 

Hans W. Petersen, Dipl.-Ing., of Messrs. Zipperling, 
Kessler & Co. 

Georg Plange, of the firm of equal name. 

iene br. Plath or the firm of C. Plath. 

Bruno Rodatz, manager, Bischoff & Rodatz, G. m. b. H. 

Friedrich Rost, of the firm of Fischindustrie von 
W alkhoff. 

H. F. Wittenburg, of the firm of Rud. Otto Meyer. 

Paul Worbs, manager, Gesellschaft fiir elektrische Unter- 
nehmungen, Ludw. Loewe & Co., Berlin, of Bergedorf. 

Dr. Zinkeisen, manager, Dr. Zinkeisen, Behrmann & Co. 


am abwl: 
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THE MANAGING COMMITTEE 
OF THE CHAMBER OF COMMERCE 


Dr. E. Kl6ver, Syndic, 

Dir. Ge Leu ick held eesyndic, 
Dr. O. Repenning, Syndic, THE LIBRARY of THE 
Dr. H. Reymann, Syndic, JUN h~ia4 
Dr. H. Becker, Syndic, UNIVERSITY of ILLINOIS 
i) ri bla tiara ge. ovodice 

Dr. W. Eller, Berlin Representative, 

Dr. W. Bosch, Deputy Syndic, 

Dr. A. Meisel, Deputy Syndic, 

Dr. H. Krause, Deputy Syndic. 
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